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World News 


Business lummary 


■:0 Kohl says no W Germany 
f to unity until ‘needs tough 
Qe , military laws’ to curb 
status settled insider deals 


from b 


rej 


, T ‘: Mr Helmut Kohl, the West 
German C h a n cellor, rejected 
' V. the Soviet Union’s proposals 
.*.«• on German unification, 

reflecting a split in the Rwm i 
• -ji coalition over Germany's 
c * future poli ti cal sovereignty. 

Mr Kohl risked a clear rift 
with Moscow by saying it 
would be a "fatal i 
to clear up the internal i 
tj q£ German unification • 

* simultaneously deciding that 
' a united Germany would 
t- : remain in Nato. Page 22 

f Army may intervene 

A senior Soviet officer in Lith- 
uania said that the army might 
have to intervene in the rebel 
republic if tension escalated. 

Iraq claims trigger 

President Saddam Hussein said 
that Iraq had obtained a sam- 
-- > pie of an American electronic 
capadtator - which the US 

- says could be used as a trigger 
.7 for nuclear weapons - and 

j was making its own copies. 

_ > Page 4 

; Roh to visit Japan 

~. South Korean President Roh 

- Tae-woo is to make his first 

" official visit to Japan later this 
month. 

; Change of name 

'• Estonia dropped Soviet Sodal- 
1st from its name and adopted 
: its old tricolor national Hag 

in place of file red banner of 
-v socialism. 

Moslems detained 

Moroccan police detained 
about 2,000 Islamic ftmdamen- 
---■ tahsts who staged a peaceful 

- c (lemonstratum outside a court 

house in fiie centre of Rabat. 

- Torture unabated 

^ Torture and other human 
: ■•t; rights ahuw»a continue 

- unabated In Turkey sir months 
after the government proposed 
new safeguards, according to 

a report §y Amnesty Interna- 
tinnaT- 

Newltafion force 

Italian politicians straggled 
:: :l to adjust to the arrival of a 
new right-of-centre political 
force after the weekend local 
elections. Page 3 

09 slick risk 

. A 24km oil sHck threatened 
f;— to pollute the coast of southern 
>^1; Portugal, after crude oil leaked 
from a Cypriot tanker at the 
pOTt of Sines. 

-- Ship fire kMs one 

A fire broke out aboard the 



rayngham about 129km off 
North Carolina, killing a crew 
member and injuring at least 
12 others. 

Censure threat 

The French Government is- 
farfng th« most setious threat 
from a censure motion in the 
two years since it came to 
power. Page 3 

No early release 

A top pro-Iranian leader 
quashed hopes for the early 
freedom for IS western hos- 
tages in Lebanon, blaming US 
intransigence. Page 4 

Military claim 

Angolan rebels said they had 
pushed back government 
troops near the strategic town 
of Mavinga in the south-east, 
killing 139 soldiers. Page 4 ' 

Blockade In Pacific 

Papua New Guinea announced 
an economic blockade of the 
mining island of Bfmgaimrflfe 
after talks with local pro-lnde- 
i rebels collapsed. 

>4 

Quarry fen kills 60 

A tin quarry collapsed in east- 
ern Zaire, killing BO people. 
Rescue workers, who dug down 
20 m, recovered 20 bodies. 

Irish Cardinal dies 

Ordinal Tomas O’Kaich, the 

Roman Catholic primate of 

Afl Ireland, died in Lourdes, 
France, daring a pilgrimage. 


West 

tlaws on 
fnufafrfl* ft ydin gimd the disclo- 
sure of shareholdings if it is 
to develop properly as an inter- 
national finandalcentre, Mr 
Hllmar Sapper, the chief exec- 
utive trf Deutsche Bank, said. 
Although the present situation 
was “better than nothing," Mr 
Kopper said Frankfurt’s 
growth as a financial centre 
required a legal solution with 
proper penalties- Page 22 
KHAPTZ p pITBS im th« T flwAwi 
market bounded ahead with 
theJFT-SE 100 Index moving • 
closer to 2^00 and extending 
the tally which began last 

week. By the close the index 
had dawed its way back to 
levels last seen before it suf- 


FT-SE IOO Index 


msznssmmm® 



fared from such 
events as Hoylake withdrawing 
ifs bill far BAT, the Midland 
Bank profits warning and the 
March trade figures. 
Marfretiepart, Page 39; World 
stock markets, Page 47; Lex, 


ROCLS-BOYGE, UK aaro-en- 
. gtne company, has won& . 
$600m orderto supply engines 
for the entire Boeing 727-100 ‘ 

. fleet of.Unitod Parcel Service, 
the JD8. package, freighter com- 
pany. Page 22 . 

BOBECO, Batch group wh ich 
operates Europe’s third largest 
investment ftmd business wfth 
assets otf around. 32M211; is set* 
ting up a bank in Switzerland. 
Page 28 

ERICSSON, Swedish telecom- 
munications equipment group, 
announced first quarter 1990 
pre-tax profits 98 per cent up 
from SKrfiOQm (JKXta) to 
SKrl.l8fan. Page 23 

raSRANTI Defence Systems, 
UK group, has won the con- 
tract fin* the European Fighter 
Aircraft’s radar system, worth 
over £llm ($L67bn)_ Page 22 

BUSH Administration pro- 
posed legislation allowing com- 
panies operating in the US to 
engage in joint production ven- 
tures without fearcf antitrust 
actions. Page s 
CHUB ’S pwortMMrfwrt MW^wpy 
is responding to the Central 
Bank's restrictive monetary 

said Finance Minister, 
Mr Alejandro Parley. Page 9 

BAST GERMANY admitted 
ft broke western technology 
transfer- rules to produce its 
own 1 megabit chips. Page 22 

AUSTRALIA'S re-elected Labor 
Government has produced an 
ambitious programme of eco- 
nomic reforms with tight 
spending controls. Page 4 

HONGKONG and Shanghai 
Bank: problems with overseas 
offshoots continued, as James 
Capel, London stockbroker, 
suffered a £7m ($lL7m) net 
loss in the first quarter, and 
Marine Midland Banks of New 
Yotfc needed cash injections 
totalling 8300m. Page 23 

THE PHILIPPINES expects 
the release of about $430m in 
new loans from foreign com- 
mercial banks soon. Page 4 

NICARAGUA devalued its cur- 
rency 10 per cent against the 
US dollar on the nffirial mar - 
ketand&8.per emit on the par- 
allel market. Page 9 
US MARKETS: We regret that 
duet© technical difficulties, 
some US stock prices have not 
been updated for this edition. 


IMF links 50% resources 
boost to debt clampdown 


By Pater Norman, Economics Correspondent, in Washington 


A 50 per cent increase in the 
International Monetary Fund's 
resources was agreed yester- 
day by the IMF's policy-making 
Interim Committee. 

Kit the agreement was made 
conditional on the adoption of 
’a tougher policy against coun- 
tries in arrears to the Fund. 

The deal, reached after 
finance ministers fl wtw he d out 
the details in negotiations last- 
ing until the early hours, win 
lift the IMF’s quotas or mem- 
bership fees to $DR135bn 
<31 75bn) from SDR90bn. 

The IMF's member countries 
are supposed to approve and 
put the increase into effect 
before the end of next year. 
But Implementation will go 
ahead only if they also agree 
by the same date to an amend- 
ment of the IMF’s articles per- 
mitting the suspension of 
members guilty of willfully 
staying in arrears with the 
Fund. 

The agreement, which also 
involves Britain's move from 
number two to number four in 
a rejigging of the rankings of 
IMF members, represented a 
substantial victory for US 
diplomacy. 

The 50 per cent quota 
increase will be smaller than 
that sought by majority of the 
Fund's members and Mr 
Michel Camdessus, the IMF 
managing director. 

Most members would have 
s up ported a two-thirds increase 
in quotas whHe Mr Camdessus 



MlplwJ IwtwiwHi winI Mnin»fair y ftnuj rtidrmnn, ami Wilwmi, fiatia. 

rftiaw Finance Wwiater, after the agreement to increase the organisation’s funding 


started the lengthy three-year 
negotiation over the increase 
in Fund resources with a 
demand that they be doubted. 

The linkage of the quota 
increase to the new policy on 
arrears also met US alms and 
was a pproved after stiff opposi- 
tion from some developing 
countries such as India and 
Nigeria. The amendment could 


make final approval of the 
quota increase more rftfflcnit to 
achieve because it will require 
the support of 85 per cent of 
th» IMF membership. 

Only in one significant 
respect did the US not get its 
way. The committee agreed 
that the next review of quotas 
should be conducted by the 
wi a of Maw»h 1993. Earlier, Mr 


Nicholas Brady, US Treasury 
Secretary, had urged that the 
end of 1995 should be the dead- 
line for the next quota review. 

A US Treasury official 
suggested yesterday that fids 
Continued on Page 22 
Debt relief strategy finds 
favour; Poland hopes to cut 
service obligations; Britain 
wains over aid. Page 8 


Fresh start on the arrears problei 


AGREEMENT on a new 
strategy to deal with arrears 
owed to the International Mon- 
etary Fund marka a fresh start 
in dealing with a problem that 
has been of growing concern to 
virtually all IMF members, 
Pstn Noonan, reports. 

For although the $4bn total 
of overdue obligations owed by 
12 poor developing countries to 
the IMF appears amaii com- , 
pared with the $J^300bn of 
Third Wodd debt outstanding. 
tiretpovrth(dantereimftil»Dr 
ratstence has increasingly 
cast doubt over the IMFs sta- 
tus as ttw central pillar of the 
world's monetary system. 

Not only do the arrears rep- 
resent a burden on the Fuad 
and its members, they are also 
the most visible evidence of 
how the IMF has acquired 
- albeit involuntarily - some 
attributes of a provider of 
long-term development 
finance. 

Until now, file only sancti o n 
that the IMF has bad against a 


country persistently in arrears 
has been to expel it 

This measure been con- 
sidered so drastic it never has 
been used. 

The agreement, reached 
after protracted negotiations 
on Monday, is designed to 
enco ur age co u n t ries to "work 
out" their arrears and incorpo- 
rate into the Fund'S articles 
the far-reaching punitive 
element of suspenskarfromthe 
IMF of a re calcitra nt member. 

It win require TO per cent of 
Fund members to approve an 
individual suspension, which 
effectively will deprive that 
member of its voting rights. 

The overall approach, which 
wflU require approval ter 85 pa- 
cent of the membership before 
it can take affect, win allow a 
Fund member in arrears to 
earn a claim towards future 
financing that can be used 
towards settlement of its 
arrears. 

Largely at US insistence, the 
scheme has been crafted to 


avoid the impression that a 
country receiving help is being 
baited out by the OIF. 

The problem country wffl be 
expected to pursue sound eco- 
nomic policies to redress its 
problems. If it makes progress, 
it may be able to barrow tbe 
low interest, resources, af the 
Enhanced Structural Adjust- 
ment EadBtyXBSAFT; a pool of 
nwh contributed by a nu mb er 
of. wealthy IMF members 
does not technically -count as 
part of the IMF's resources. 

Originally, the US proposed 
that IMF grid be sold to pro- 
vide money for helping the 
countries in arrears but this 
was blocked by Germany and 
some other countries. 

Instead, it has been agreed 
that the Fund should be pre- 
pared to pledge up to 3m 
ounces of gold as security in 
case a nation being helped 
from the ESAF fails to meet its 
obligations. 

To strengthen the Fund far- 
ther, members have agreed to 


raise SDRlbn (tl-3bn) over five 
years through Increases in 
charges it levies far exchang- 
ing currencies and on the 
interest rates set by the Fund 
an Its borrowing and fending . 

This so-called "burden shar- 
ing** arrangement will cost 
creditor countries three time s 
the amount levied on borrow- 
ers. The IMF’s policy-making 

Twtof^m flnwim l tteft agreed that 

the arrears mntmdmftnfr fthfluM 
be agreed before the end of 
1991' as a precondition to the 
planned 50 per cent increase in 
file Fund’s quotas or member- 
ship fees. 

It remains to be seen 
whether the new provisions 
can solve the IMF’s arrears 
problem. Yesterday, Mr Pierre 
B£r£govoy, tbe French Finance 
Minister, had no doubts It rep- 
resented an Improvement on 
existing rules. It is not exces- 
sively strict but tt recalls that 
we All have rights and obliga- 
tions in the institution,” he 


Hungary 
seeks 
bridging 
finance 
from BIS 

By Stephen FMler 

in Washington 

REFUSAL by some of 
Hungary’s short-term bank 
creditors to renew credit lines 
to the country has prompted 
the Government to request 
short-term bridging finance 
from the Bank for Interna- 
tional Settlements. 

The move followed tbe dec- 
laration by Bulgaria in March 
that it would freeze repay- 
ments of principal to banks - 
although that decision had 
been partly blamed on the 
banka* deciding to pull out of 
credit lines to Bulgaria. 

The move reflects the ner- 
vousness of banks about the 
prospects for debt problems in 
east Europe and underlines 
the difficulty of encouraging 
them to lend in rapport of eco- 
nomic reform. 

The request for bridging 
finance, confirmed by Euro- 
pean monetary officials in 
Washington, appears to be 
viewed favonrably by most 
central banks. The BIS, the 
central banks’ fewit, can only 
extend such loans when there 
are agreed IMF or World Bank 
cred i t s to which the BIS loan 
can be bridged. 

Hungary Is negotiating a 
s tr uctural adjustment loan 
with the World Bank, designed 
to help finance economic 
reform, and a co-financing 
between the World Bank and 
other creditors. 

The new Hungarian Govern- 
ment has repeatedly under- 
lined its intention to meet its 
debt obligations, despite calls 
from some candidates in the 
March election campaign for it 
to seek debt relief. 

Hungary's foreign debt of 
about $20bn gives it the high- 
est debt per head of the popu- 
lation in eastern Europe, 
although it has never resched- 
uled. 

Government officials have 
expressed confidence that it 
can refinance principal repay- 
wno due over the five 
yeanraf about S2bn awwnany 
and cover its. interest 

Mil of about |l.4bn. 

Officials point out that the 
difficulties prompted by com- 
mercial banks are offset, to 
some extent, by more favoura- 
ble than expeded balance of 
payments conditions so far 
this year. Mr Ferenc Bartha, 
president of the National Bank 
of Hungary, is in Washington 
for the spring meetings of the 
IMF and World Bank. 

In 1982-83 the country rode 
out a liquidity crisis with the 
help of a bridging loan from 
the BIS of $6Uhn. 


Gorbachev 
orders Red 
Army to 
fall in with 
perestroika 

By Quentin Peel 
in Moscow 

PRESIDENT Mikhail 
Gorbachev yesterday 
demanded Immediate reforms 
in the armed forces as the 
Soviet military establishment 
prepared for a show of strength 
across the country today to 
commemorate Victory Day 
over Nazi Germany. 

Mr Gorbachev insisted that 
perestroika must include the 
Red Army and sharply 
attacked the war record of 
Joseph Stalin, who remains a 
hero to many of the rider mili- 
tary generation. 

“We are far from being satis- 
fied with the current situation 
in the army,” said Mr Gorba- 
chev in a reference to poor con- 
ditions and discontent "And or 
course it also cannot be beyond 
the pale of criticism.” 

He rounded on Stalin’s war 
record, saying the former 
leader had ignored reliable 
warnings of the German 
attack. "Those who were 
inclined to trust their common 
sense he stigmatised as 
provocateurs and enemies of 
the people," he said. 

Tension between the civilian 
authorities and tbe military 
has become increasingly evi- 
dent in recent weeks - an- 
other military commander 
warned yesterday of possible 
army intervention in Lithuania 
to prevent the republic’s seces- 
sion. 

Lt-Col Valery Shorupov, dep- 
uty commander of the Soviet 
Army garrison in Vilnius, the 
Lithuanian capital, called for 
presidential rule to be intro- 
duced to avoid bloodshed in 
tbe republic and warned that 
the army might he "pulled into 
the whirlpooL” 

In the Kremlin cm Monday, 
Mr Gorbachev had faced stark 
criticism from serried ranks of 
wartime veterans who were 
itomandtng a ban on alterna- 
tives to tbe Communist Party 
and a return to strong disci- 
pline from the Soviet leader- 
ship. 

The veterans ■ called for a 
crackdown on "anti-socialist 
forces" and a ban on "the for- 
mation of parties and organisa- 
tions contrary to the constitu- 
tion of the USSR and the 
socialist system." 

The Soviet President has 
given the go-ahead for a big 
military parade through Red 
Square today, as an apparent 
sop to the discontent In the 
armed forces, ft is expected to 
Include about 100 more 
vehicles than the low-key 
Continued on Page 22 
Picture, Page 2 


Brussels seeks early agreement 
on VAT collection compromise 


By Lucy Keilaway in Brussels 

THE EUROPEAN Commission 
yesterday put forward its com- 
promise on how value added 
tax should be collected once 
bonier frontiers have been 
ahoUshed. 

It also warned that the 1992 
deadline for removing frontiers 
would be missed unless mem- 
ber states agreed, quickly on 
thacomjRtHntee. 

The scheme would allow 
member st a tes to continue col- 
lecting VAT until 1996 in the 
country where the goods are 
consumed, with goods zero 
rated for export within the 
Community, as at present. 

The existing system of cus- 
toms checks would be replaced 
by a system of fiscal control, 
tfewignprf to cut the administra- 
tive burden on companies and 
provide effective checks 
against fraud. At the end of the 
transition period, the system 
would be altered more ftmdar 
mentally, with the tax col- 
lected at every stage of the pro- 
duction chain, as within a 
cou nt ry. 

transitional arrange- 
ments were given a warm wel- 
come by the UK, which had 


been arguing fin: a similar sys- 
tem fas 1 several years. Mr Brian 
Unwin, head of the customs 
and excise, said that they 
would, involve companies in 
much less paperwork and 
would provide a boost to 
intra-EC trade.! They would 
also provide an effective con- 
trol against fraud and obviate 
the need fin: Community-wide 
harmonisation of tax rates. 

However, Fkance, which had 
suggested a more Cumbersome 
system of Us own. Is believed 
to be unhappy with the Com- 


ffae idea in the face of unani- 
mous opposition from member 


Under the plana all frontier 
checks on goods would be 
scr ap ped at the end of 1992, 
-and with them would go the 
cumbersome Single Adminis- 
trative Document, a 50 ques- 
tion form that exporters have 
to fill in for every consign- 
ment In its place most campa- 


While meet member states 
are' likely to agree in principle 
to the first stage of the plan, 
many are unhappy about mak- 
ing any firm undertaking now 
to move to a new system after 
1996. 

The uk argues (hat there is 
no need to change the system 
twice, and first if the transition 
arrangements work they 
Shotdd. be made permanent. 

The Commissian had origi- 
nally proposed that the shift to 
a “country of origin” system 
shotdd happen at the begin- 
ning of 1983/ but had to drop 


and exports within the Com- 
munity. In addition, large com- 
panies would have to complete 
a monthly form requiring 10 
farther pieces of information. 

"Large” companies would be 
defined statistically to catch 
the 15 to 20 per cent of Euro- 
pean companies which make 
up some 80 per cent of Commu- 
nity trade. In order to protect 
against fraud, member states 
would be responsible for cri- 
Inrfing info rmation relating to 

their own companies, which 
they would be required to sub- 
mit on request to other coun- 
tries, usually within three 
months. 
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EUROPEAN NEWS 


Brussels sets targets for 
talks on future of Efta 


By David Buchan in Brussels 


THE European Commission 
yesterday set itself goals for 
forthcoming negotiations with 
the European Free Trade Asso- 
ciation which could break or 
re-make its negotiating part- 
ner. 

The proposals must go to EC 
foreign ministers for approval 
early next month, before the 
long-heralded negotiations can 
begin on the creation of a 19- 
state European Economic 
Space (EES) between the 12 EC 
member states and the six Efta 
members — Finland, Sweden, 
Norway, Iceland, Austria and 
Switzerland - plus Lichten- 
stein. 

The talks could either 
remould Efta into a suprana- 
tional organisation or lead to a 
rash of applications by its 
members to join the EC. 

The trickiest part of the 
attempt to let goods, services, 
capital and even, to some 
extent, labour Dow freely 
around a market of 350m peo- 
ple is for both sides to agree to 
common rules governing the 
EES without compromising 
their sovereignty. 

Brussels is proposing that 
Efta members can, through 
special joint consultation bod- 
ies, help “shape, but not make” 
Community decisions. Thus 
the Commission’s proposed 
negotiating mandate states 


Britain and Austria 
yesterday agreed it was 
unrealistic to pursue Aus- 
tria’s application for mem- 
bership of the European 
Comm uni ty before comple- 
tion of the stogie European 
Market at the end of 1992, 
writes Robert Mautbner. 

In i n fo rmal fe»lks in Lon- 
don, Mrs Margaret Thatcher, 
the UK Prime Minister, told 
Dr Franz Vranitzky, the Aus- 
trian Chancellor, that the EC 
had too much on its p lat e to 
envisage an enlargement of 
the Community. 

Dr Vranitzky emphasised, 
however, that Mrs Thatcher 
had adopted a fundamentally 
positive attitude towards 
Austrian membershi p. Th is 
was confirmed by Mr Frauds 
Maude, British Minister of 
State for Foreign Affairs, 
who told Austrian television 
he would be “surprised" if 
Austria was not part of a 
much larger Community by 
the end of the century. 


that every aspect of the Com- 
munity’s decision-making 
autonomy most be protected, 
fwrTtwHrig that of the European 

Parliament. 

Mr Jean-Pietxe Cot, leader of 
the Socialists, the largest 
group in the parliament, this 


week warned that giving Efta a 
say in EC law-making would 
undermine democratic control 
The Strasbourg parliament 

would be deterred from amend- 
ing legislative proposals that 
had been already been agreed 

w ith Efta, h0 cnmplatTwrt 

The Commission also says 
that Efta members will have to . 
give their organisation powers 
to control trade-distarting state 
aids and restrictive business 
practices equivalent to those 
which Brussels wields over the 
Twelve, so that “equal compet- 
itive conditions" are achieved. 
However, same EC diplomats 

tinro ^ rranwlmd r»f [ 

fin: taking too long to setting 
over-ambitious goals. 

Ona diplomat «nW- “ifc is tv# 

the Community’s job to tell. 
Efta bow to fulfil its obliga- 
tions. nor is it right for the 
Commission to urge that a 
mini- co mmissio n be estab- 
lished to Geneva” - where the 
relatively tiny and powerless 
Efta secretariat is 
A third contentious issue in 
the negotiations concerns 
Br ussels * that Efta 

treat third M i n U r to y fn amp 
areas just as the Community 
does. Otherwise, the Comirris- : 

afcm woitIpb, Kfta cmld muter. 

mine the reciprocity provisions 
in EC legislation, particularty 
cm financial services. 


Companies’ 

plans 

‘affected by 
E Europe’ 


By Tim Dickson in 
Brussels 



Marshall 
aid money 
to help 
E Germany 


By David Buchan 

Brussels 


Turkey accused 
of torture 


TORTURE and other human 
rights abuses continue 
unabated in Turkey six months 
after the Government proposed 
new safeguards, according to 
Amnesty International. 

“In early 1990, thousands of 


Albania signals further 
move to end isolation 


By Judy Dempsey 


people remained imprisoned 
for political reasons, including 
hundreds of prisoners of con- 
science convicted far their 
non-violent political or reli- 
gious activities,” the human 
rights organisation said. 

“Among them are members 
of political organisations, trade 
unions and Kurdish groups as 
well as journalists and reli- 
gious activists. The use of tor- 
ture continues to be wide- 
spread and systematic, in some 
cases resulting in death.” 

Turkey ratified the UN Con- 
vention against Torture in 
1988. 


ALBANIA yesterday edged 
farther away from isolation 
when Mr Adil Carcani, the 
Prime Minister, ^ Ms coun- 
try would join the Conference 
on Security and Co-operation 
in Europe (CSCE). 

to a speech reported by the 
official news agency, he mW 
“our concern and Mw i mi fa nmit 
to the cause of peace, security 
and fruitful co-operation 
among the European states 
remains permanent. . . [from 
this] stems our desire to join 
the process of European 
cooperation and s ecurity and 
render our possible contribu- 
tion to its progre ss .” 

Albania was the only Euro- 
pean Country to renurtn n nlnMa 
the 35-member CSCE, formal- 


ised in 1975 after European 
nations, together with the US. 
CuTnwia and the Soviet Union. 

trignpH th» B.MnH Ulwal A™ 

The act provided a frame- 
work for strengthening secu- 
rity and cooperation in Europe 
through improving human 
righto and economic co n tact s 
between east and west 

Mr CarcanTS amw i mwi limt 
comes just three weeks after 
Mr Ramiz Alla, head of the rul- 
ing Communist A lbanian 
Labour Party, said Tirana 
hoped to reestablish relations 
with Washington and Moscow. 
This is expected to be dis- 
cussed with Mr Javier Ffires de 
Cuffljar, the UN Secretary Gen- i 
era], who arrives to Tirana on 
Friday. 


SEVENTY per cent of top 
American, and European com- 
panies have re-thought their 
business plans to the light of 
recen t events in eastern. 
Europe, according to a survey 
published yesterday by busi- 
ness advisers KPMG. 

Almost third to 

having “substantially” 
reworked their strategies. 

Interest is keenest in the 
I oppo rtun ities In East Ger- 
! many, Wmigwr y and Czechoslo- 
vakia - with Poland ahead of 
the Soviet Union — but compa- 
nies generally do not expect an 
early contribution to tt*rfr bot- 
tom Ena. 

The conclusions are based 
an teleph o ne Interviews with 
file r Hftf awwit to* of 50 US 
companies and 58 European 
companies conducted during 
Mardi and April after the elec- 
tions to East Germany. 

Around a fifth of the respon- 
dents on both aides of the 

AtTanrif- were U»uriv»tol tnwritn. 

Differences of view are 
expressed an the impact on the 
stogie European market, with 
around one half of the Ameri- 
can wwipmi Mi s uggesting 
integration will be speeded up 
by changes in the east and 
nearly one third of E urop e an 
bu idniMHB s seeing a sl o w down . 

Mr Scott Carmack, head of 
the Brussels-based European 
Business Centre of KPMG, 
said: “Motor companies in the 
US are more interested to east- 
ern Europe than in non-EC 
west European cocmtriea. 

"Only 12 per cent of US and 
19 per cent of top Europ e an 1 
c o mpanies Hd t hey planned 
artond trade in countries such 
as Switzerland, Austria. Swe* 
den, Norway and Finland." 

On tiie profit potential from 
the East, around half the US 
companies said they e xp ect e d 
expansion in eastern Europe to 
add o nly $iom (£6m) to 
total business over the next 
three years. 

European companies, on the 
other hand, were more o p ti mis- 
tic, with 28 per cent for ecasting 
contributions of f2Sm and over 
(against just 10 per cent from 
the US sample). 


Troops and armoured vehicles from the Soviet garrison in Vilnius, the Utinuudan c apital . 
Hue up to prep arati on for the traditional Victory Day military parade today. A senior 
Soviet officer in lithrania said the army might have tointervene If tension increased 
to the breakaway Baltic republic and he called on President HDEhaQ Gorbachev to take 
over its naming from the Kremlin, to London, fibs Kpcimiera Pnmskkne* the Ltttmanian 
Prime Minister, appealed to Britain to support bar republic to Ife independence struggle. . 
to the sister republic of Estonia, the pad&ameut yesterday voted overwhelmingly on a 
name change to Republic of Estonia from the Estonian Soviet SoriaHstBepuliHc. Deputies 
also agreed to restore the pre-war coat of arms at the expense of the hammer and sickle. 


US seeks to 
block progress 
on emissions 


West German exports at 
record level In March 


THE US is claiming the 
s u pport of Britain, Canada and 
the Soviet Union in an attempt 
to block an international agree- 
ment to stabilise emissions of 
carbon dioxide, the main 
greenhouse gas, by the year 
2000, writes John Hunt 
This was disclosed last night 


By David Goodhart In Bonn 


in a Teeimd tn j ir r geat by the 
Bnsh Adminis tration to the ITS I 
embassy in Loudon setting out I 
the American position at the 
environment co nfe r en ce which 
opened in Bergen, Norway, I 
yesterday. 

Mr Andrew Dil worth, of. 
Friends of the Earth, the envi- 
ronmental organisation which ' 
obtained a copy of the mes- 
sage, said it exposed the 1 
“pathetically weak” interna- 
tional position of Mr Chris Pat- 
ten, the arrtfah Environment 
S e c re t ary . “The US is looking 
to sell our European partners 
short.” said Mr DHworthT 

The Department of the Envi- 
ronment in London «M; “it is 
nonsense to suggest any colto- 
slon between the UK and the 
US to confound any of the 
objectives of Bergen.” 

Green loan find* Page « 


WEST GERMAN exports, 
reached a record monthly high 
to March, producing little sign 
of the reduction in the trade 
surplus expected this year, 
even though imports were at 
tiwh- second monthly 

level ever. 

The total value of exports in 
March was DMSOSSbn (EBhnX 
slightly Hum tha previ- 

ous record to June last year, 
while imports reached 
DM47A5bn. 

Compared with. March 1969, 
the value off expcsrtsraseby 11 
per cent and imparts by ' 22 per 
cent. But the trade surplus 
rose to DMl&fim this March 
from DM12L8bn last Mar ch. 

The surplus for the first 
quarter has risen to DM8&9ftn 
from DM36fan, 

The latest manufac turing 
aider estimates - showing a 3 
per cent rise from February to 
\ f»»p h — suggests thwt export- 
driven growth is not fading. 
Foreign orders rose 10-5 per 
cent but domestic orders were 
only 15 per cent higher- - 
• West German print wor ke rs 
have settled for an hours and 


pay package similar to that 
agreed at the end of last week 
for the 4m workers in the 
n wf fai ) electronics indus- 
tries. Weekly hours wifi be cut 
from 87 to 35 in one step to 
April 1995, a few months before 
the metal industry. Print work- 
ers have also won a &B per 
cent annual pay rise. 

But ' industri al action which 
accompanied negotiations in 
the metal snnt industries ■ 
has not completely subsided; 
postal w rakers are s teppin g up 
wanting strikes to pursuit of 
longer' breaks In one of the 
first big tests of the new postal 
™»]pp iTipn t since tha changes 
accompanying tbs reform of 
the- Bundespost last year. 

• East Germany is e zx >flr fa *d 
to adopt the West German tax 
system on January. 1 1991, 
according to Kr Maf flp Maas- 
sen,' the tax expert to the 
East German Finance Min- ; 
istry. Some taxes, such as 
value-added ana other ' 
consumer taxes, win come in 
sooner,' with the ec onomic end 
currency union expected in 
July. - 


THE EUROPEAN Oaumdariou 
yesterday approved Wert 
Germany’s decision to use 

money piling up unto the old 

post-war . Marshall Plan add to 
spur investment in East 
Germany, provided the tofeeorest 
rate subsidy scheme is open to 

all European Community 
companies, not just German 
ones. 

Money available from the 
fond, tried mainly to bolster 
investment, in West Berlin 
latterly, win total DHfibn 
(£2.l6bn) over the next four 
years. 

The aid takes the hum cf 
15-year loans with interest 
rates of two percentage points 
below market levels and a 
five-year grace period on 
rep aym ent 

It la designed to resDond to 
pressing East German needs hi 
starting np new businesses, 
ckxmtng up the e nviro nm ent , 
modfirnisfoe fadnutriai riant. 
and h elping new tourist 
ventures. 

NtahGennan companies can 
apply for tha subsidised loans, 
but must do so through bonks 
to West Germany, including 
the branches of foreign hanks 
there. 

In response to fears by 
Boon's EC partners that West 
Germany is stealing a march 
an them to the East Gorman 
market, the Commission haa 
pressed for the West Goman 
Marshall aid to be opened to 
anyone ready to invest in East 
Germany. 

• East Ge rmany Bulgaria 
yesterday signed lfryear trade 
and co-operation agreements 
with the European 
Community, phasing out 
quotas on their exports to the 
EC by the end of 1995. 

The EC-East German accord 
will only last, to fact,, until 
East Germany joins West' 
Germany, -and therefore the 
EC, probably sometime next 
year. 

But Mr Gerhard Pohl, the 
East German Economics 
Minister , said his country 
would use the consultation 
procedures in yesterday’s 
accord to ensure that Brussels 
was frilly briefed on tha 
current negotiations on union 
between the two Germany*. 
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Market winds blow through once walled-in industry 

East Germans await shake-up that will come when economic union is forged, writes Andrew Fisher 

W ITH r German cur- could exceed 4m. IPA» Hke other kombinate, now East Berlin’s state planners, and vulnerable. Since 1972, Overcoming the years of 

rency and economic Others are less pessimistic, makes most of its own parts, beaded by Ur Gflnter Mittag, they have absorbed most small hardline planning will be gru- 

muon set for Jnlv SL Mr Andreas IfimksdL dnoutv At Eisenach, manv Inrt nocem. tha hank. hmrinMSK alHntr. fleninfi the Bast Rflr. 


W ITH German cur- 
rency and economic 
union set for July 2, 
the c hange in East Germany 
from communist rigidity to 
free market wQl be bewilder- 
ingly swift. As factories are 
mode rnised or dosed, jobs will 
go — estimates range upw ar ds 
of 1 .5m - and others will 
string up as new businesses 
develop. Nobody knows how 
East Germany win mgy* the 
switch, even with West Ger- 
man help. 

A quick tour -round an East 
German plant shows why 
much' of Industry is desperate 
to link up with the West In 
Eisenach, the ageing Wartburg 
car -factory in the middle erf the 
town looks light years away 
from the efficient plants in 
West Germany. 

Opel, owned by General 
Motors of the US, has agreed 
an outline deal with m Vwnwch 
under which mace than 150,000 
Opel cars a year will be pro- 
duced by 3,500 people. At the 
moment the East German 
plant makes 75,000 cars with 
9,200 people. 

“We have been mentally and 
physically walled In," says Mr 
Siegfried Schiller, deputy direc- 
tor of the Manfred, von 
Ardenne scientific research 
institute in Dresden. Taking an 
extreme view,- he reckons 75 
per cent of the kombinate, the 
industrial groups, will not sur- 
vive and that unemployme n t 


rpnld exceed 4m. 

Others are less pessimistic. 
Mr Andreas Manksch, deputy 
head of the .Dresden regional 
council, expects unemploy- 
ment to be nearer 2m, insisting 
that economic rebuilding 
should provide work for aQ, 
“Not everyone can keep their 
present job, but they will be 
ahla to have a job. There will 
be a huge structural shift.? 

The probable extent of this 
shift to the free market can be 
seen in Eisenach, where much 
work is atQl done by hand. Not 
Opel, VW, nor Mercedes-Benz, 
co-operating with IF A on 
trucks, will pe able to employ 
all the workers in the various 
plants when their agreements 
take effect 

The West Germans intend to 
help develop supply industries; 


IF A, Hke other knmMnafa now 
makes most of its own parts. 
At Eis en a ch , many lost assem- 
bly jobs can be recreated when 
the plant's machinery and 
p arts se ctions become part of a 
normal supply industry. The 
650 workers from Cuba and 
Mozambique will return home. 
Bat tha t wil l stfll leave a big 
local unemployment problem, 
and the change for those who 
keep their jobs will be error 
mom. 

_ Eise nach has a taste of the 
future with a modem to 
produce cylinder heads for 
engines made by IF A on equip- 
ment from VW. Located out 
side the cramped town centre, 
the site has plenty erf room for 
expansion. It is tore that a new 
plant for the Opel cars is envis- 
aged In 1993. 


East Berlin’s state planners, 
beaded by Mr Gflnter Mittag, 
held the car industry back. 
Providing for the consumer 
was a low priority. As Mr 
ManTrsrft points out, there was 
an exaggerated emphasis on 
sectors such as electronics, 
precision engineering, and 
energy. 

The threadbare economy 
these policies created Is all too 
apparent While the car is one 
of West Germany’s most suc- 
cessful products, the lowly Tra- 
bant is the most common 
vehicle on East German reads. 
Like the more solid Wartburg. 
it is rapidly being displaced by 
second-hand western models. 

Under Mr MUtag** unyield- 
ing hand, the kombinate were 
farced into a degree of autarky 
which has left them ossified 


and vulnerable. Since 1972, 
they have absorbed most small 
businesses. 

In the Dresden region, says 
Mr Mauksch, there were 2,445 
Independent companies in I960, 
seaziy half in private owner- 
ship. Now there are less than 
450. The others were shoe- 
homed into the kombinate. 
But there were no efficiency 
g a i ns ; the change was organi- 
sational- Until 1972, these com- 
panies made up East Ger- 
many's version of the 
Mittelstand, the small busi- 
nesses that form the ha«Mwm» 
of industry in West Germany. 
Today, many tenner owners of 
these nationalised companies 
want t hem back. Budding East 
German entrepreneurs clam- 
our for information about run- 
ning businesses. 


WESTERN CHEMICAL COMPANIES TREAD CAUTIOUS PATH OVER INVESTMENT IN EAST 


WEST GERMAN Chemical ww»i p >n < »w are 

faiHry a about fnv e aM ny In 

East Gammy because erf the co untry ’s 
enviro nmen tal and economic problems, 
according to Mr Hermann Stranger, chair- 
man of Bayer, one of the three leading 
German chemical groups, writes David 
Marsh in Leverkusen. 

Delivering a sobering picture of the 
East Goman chemicals sector, he said the 
worstroff part at East German 
depending an lignite as a feedstock, would 
have to be shut or heavily restructured. 
This part of the industry - accounting far 
roughly 30 per cent of the c ount r y 's chem- 


icals — was condemned by unfavourable 
sites, outdated technology, and safety and 
environmental problems. 

He said, however, that other areas erf 
East German chemicals - above an petro- 
chemicals, accounting for about 40 pa 
cart — often had modern plant and equip- 
ment and could become competitive cm 
western markets. 

Mr Stronger Is also president of the 
West German Chemicals Association. 

He clear even a ^ or unifi- 
cation, Bayer was looking at East Ger- 
many above all as a market for products 
and technology rather than as a potential 


source of production. “This reluctance (to 
invest) does not apply only to Bayer. It 
applies to the whole of the German chemi- 
cals industry," he said. However. Bayer 
was bunding up its sales counselling 
network in East Germany and discussing 
co-operation with companies in areas Ufa* 
pharmaceuticals, reformation technology 
and Insecticides. 

Mr Stronger underlined that “large 
scale investment" was needed in East Ger- 
many to ffawi up HHifamiiwa«fi industrial 
sites. Putting up the sums of money for 
this challenge was the task of govern- 
ment, not of private cnmpairio*. 


Overcoming the years of 
hardline planning will be gru- 
elling. Because the East Ger- 
man economy was cut off from 
the West, companies often had 
to duplicate development work 
done elsewhere. 

Far twasHBB, says Mr Haiw 
Fischer, head of Robotron Mes- 
selektronlk which makes mea- 
suring equipment, “we had to 
develop certain microproces- 
sors ourselves. We couldn't 
buy them.” 

At the opening of a DM200m 
(£72m) printed circuit board 
pl ant, Mr Fischer said his com- 
pany, part of the trig Robotron 
electronics Vomhinat, would be 
better off alone. Like the rest 
of the group, his unit wants 
weston partners and has one 
co-operation deal with Philips 
of the Netherlands. He admits 
the plant, near Dresden, would 
never be built today. The idea 
was to save on imports. But 
the free market will expose it 
to the blast of competition. 

For the first year, the plant 
will supply local and Camecon 
needs. But then it will compete 
with Aslan and other produc- 
ers. Mr Fischer knows his com- 
pany has too many workers by 
western standards. It employs 
4£00, but after currency union, 
he reckons it will have to cut 
back as costs rise. Many 
employees wfil find work with 
new supply companies. But 
that will atm leave about 1,000 
out of woric. 


Censure motion 
threat to French 
Government 


By William Dawkins in Paris 

A BELEAGUERED French 
Socialist Government today 
faces the most serious threat 
from a censure motion in the 
two years since it came to 
power, although it is expected 
to avoid defeat narrowly. 

Tbe motion, tabled by the 
three centre-right opposition 
parties, will be considered 
today by the other main oppo- 
sition force, the Communist 
Party, which is as yet unde- 
cided. The combined forces of 
non-Socialists would unseat 
the minority Government. The 
Communists bailed out the 
Socialists In three previous 
censure debates, but their loy- 
alty is less w this time. 

In another expression of the 
declining popularity of Presi- 
dent Francois Mitterrand and 
his policies, post and telecom- 
munications workers are plan- 
ning a strike and demonstra- 
tions in central Paris today. 
They are protesting against the 
separation of post and tele- 
phone services. 

Opinion polls attribute the 
decline in the President’s popu- 
larity to people’s perception 
that he Is too keen to hoist 
France’s international profile 
at tbe expense of ordinary vot- 


ers* Interests, He is Also 
blamed for felling to heal per- 
sonality rifts within his own 
party. 

The censure motion, to be 
debated in parliament today 
and tomorrow, brings to a head 

a murky 15-month controversy 

about underhand methods 
used by most political parties 
to raise election funds. 

Earlier this year, the Gov- 
ernment tried to make a fresh 
start, with a tough new law on 
party funding. lacked on was 
an amnesty for earlier 
offences, but specifically exclu- 
ding poli ticians i»*d those who 
had personally gained from 
corruption. What has enraged 
the opposition is that the 
amnesty has In practice had 
precisely the opposite effect - 
that of clearing politicians and 
condemning party supporters. 

Only last month, a court 
unwillingly declared that a 
minister in a former Socialist 
Government, Mr Christian 
Nucci, charged with UnnnMai 
corruption, had no case to 
answer. Later, another court 
found against nine consultants 
and company directors charged 
with ns»ng dishonest 
to raise party funds. 


i| New proposal over 
status of Airbus 

- Xr- By Paul Bells, Aerospace Correspondent 


BRITAIN AND West Germany 
are stndyijj# new proposals to 
transform Airbus Industrie, 
the four-nation European air- 
craft manufacturing consor- 
tium, Into a public limited 
company (PLC). 

Professor Roland Smith, 
chairman of British Aerospace, 
and Mr Edzard Reuter, the 
head of Daimler-Benz, the West 
German parent of Messer- 
schmittrBolkow-BIOhm (MBB), 
are understood to have com- 
missioned a report on chang- 
ing Airbus Industrie's special 
legal status. 

.The plan wpuld be to trans- 
form the consortium from a 
French Groupement dTntdret 

Economique (CUE), a form of 
partnership without the same 
accounts disclosure obligations 
of normal compantes^teto a 
British PLC or its French or 
west German equivalent. 

TlAe and Daimler, the two 
private sector partners in Air- 
bus, have both argued In 
favour of accelerating the pro- 
cess of farming Airbus Into a 
more transparent swfl commer- 
cially oriented enterprise. But 
Aerospatiale, tbe French state- 
controlled partner, has been 
cool to the idea. B appears wor- 
ried that its leading position in 
Airbus may be undermined. 

.The four Airbus partners are 
Aerospatiale and MBB with 


37.9 pa cent each, BAe with 20 
per cent; and Casa of Spain 
with 4JI per cent 

A report last year recom- 
mended rfmg M in w*» Airbus 
s tructure to make it more 
transparent and streamline its 
management 

Mr Hans Frlderichs, the 
rfiatmum of the Airbus super- 
visory board, has also recently 
come out in favour of a change 
of status. “In view of its large 
production volumes. Airbus 
needs more transparent 
accounting procedures and a 
shorter decision-making cir- 
cuit," he said. 

He suggeeted that Airbus be 
transformed into a holding 
company based either In 
France or West Germany or 
embracing some brooder Buro- 
~ pean status. Each member 
should set up a separate Sub- 
sidiary to bring together all its 
Airbus activities. (BAe and 
Daimler have already dime 
this.) These would then be 
linked to the new hnldtog .coro- 
pany. 

Apart from likely French 
opposition, the change of sta- 
tus is expected to face, prob- 
lems. These include the need to 
capitalise the new PLC and 
allocate assets which currently 
constitute the bulk of each 
partner's commercial aircraft 
operations. 


Regional party alters the 
face of Italian politics 


By John Wytos in Roma 

ITALIAN politicians were 
yesterday struggling to adjust 
to the arrival of a new right-of- 
centre political force. The Legs. 
Lombards robbed votes from 
all the established political par- 
ties at last weekend’s local 
elections to become the second 
largest party in Its native 
region of Lombardy. 

Analysts are convinced the 
Lega is more than a passing 
phenomenon and that ft could 
go on to realise its ambitions 
to build a new popular move- 
ment throughout north 
centre of the country in alli- 
ance with other regionally- 
based leagues. 

More a movement than a 
carefully organised political 
party, the Lega captured 19 per 
cent of the vote in Lombardy 
and around 18 per cent in 
Milan, having given a strong 
warning of its steady mohlHsa- 
don when it polled &J. pa cent 
in last year’s European Parlia- 
ment election, ft also polled 5-6 
pa cent in the Piemonte and 
the Veneto, whose separate 
local leagues also advanced to 
JHJ per cent shares of the vote. 

At a practical political level, 
the advance of the Lega Lom- 
bards win greatly complicate 
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the formation of local adminis- 
trations at regional, provincial 
mvt hqihoiutmI levels in one of 
Italy’s richest and most popu- 
lous regions. In many cases, 
the iriuin national governing 
parties, the Christian Demo- 
crats, Socialists, Social Demo- 
crats, Republicans and Liberals 
wfll be forced to turn eit h er to 
the Greens or Communists, or 
both to form matoxities. 

Many natinwil leaders were 
reluctantly accepting yester- 
day that the onward march erf 
the local leagues reflects a 
gathering protest against the 
established governing parties 
in the absence of any credible 
a lte r na tive to their regime. The 
yio qr collapse in the Commu- 
nist Party’s support from 30 
pa cent- five years ago to 24 
per cent makes it a distant 
prospect as an tHwimim gov- 

m ningnti 

While the Lega Lomharda’s 
policies lack clear definition, 
they favour a mere federal sys- 
tem of government, arguing 
that Rome is dominated by 
southern politicians who waste 
the region’s wealth on grandi- 
ose and corrupt schemes for 
developing the Mezzogiorno. 
The racist overtones to its 
anti-southerner strategy are 
supplemented by calls for the 
repatriation of Third World 
immigrants without estab- 
lished jobs. 

Among the governing par- 
ties, only the Socialists 
increased their vote compared 
to the same elections fire years 
ago. This should bp)p guaran- 
tee that the present Govern- 
ment, led by Christian Demo- 
crat MrGiuho Andreotti, will 
stay, in power until the first 
part of next year when, an 
early general election is likely. 

.The 'commune of Palermo 
provided one of the most spec- 
tacular residts where the DC 
increased Us share from 40 to 
45 pa cent. This is seen as a 


THE POWER OF BELIEF: No. 2 ina series 


The handmaiden of every new 
technology is risk. There are no guidebooks to the 
New. I Success or failure often hinges on instinct, and 

the willingness to invest in a belief. 
■ Decades ago, Motorola committed 
millions to an emerging technology 

Tha»svparpowerfulA(C68NGI imcrooonriollsfs 
made in East KUbrider are destmad bra host 
of oppficaHon*, from camaras (o automobiles. 

that many dismissed as a gimmick. Today, cellular phones 
are used in more than 40 countriesX Vnd, we produced 





the first hand-held cellular portable V Motorola Mkto T-A’CT Personal 

Telephone is tho smallest ceMulor 
r telephono «w mode. 

phone. In 1989, we introduced the ^ 

Motorola Micro T»A»C® Personal 

Telephone, shirt-pocket small, with a 

fraction of the parts of the original cellular 

phone. ■ These developments, along with others, 

are the product of an annual R&D investment 


more than twice the world 
average. Such is the measure 
of our belie£ 





MOTOROLA 


Mr Leoluca Orlando, di 
the fact that his cam; 


divided bis local party. 
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OVERSEAS NEWS 


Labor plans | Korea’s moon villagers suffer while real estate prices soar 


economic 
reform for 
Australia 

By Kevin Brown in Sydney 

AUSTRALIA’S reelected Labor 
Government yesterday set out 
an ambitious programme of 
economic reforms combined 
with tight spending controls 

for its fourth three-year term. 

Details of the programme 
were outlined to the first par- 
liamentary. sitting since the 
March election by Mr BDl Hay- 
den, the Governor-General, in 
a speech written by Mr Bob 
Hawke, the Prime Minister. 
Under Australia's constitution, 
Mr Hayden represents Queen 
Elizabeth, the head of state, 
when she is not in Australia. 

Labor won 78 seats in the 
148-member House of Repre- 
sentatives, an overall majority 
of eight, in spite of winning 
fewer votes than the conserva- 
tive Liberal/National party 
coalition. The liberals have 55 
seats and the National Party 
14. There is one independent 
Mr Hayden said the Govern- 
ment’s priority was to main- 
tain “the urgent and sweeping 
task of national reform” 
required to create a stronger 
economy and fairer society, a 
The Government plans a 
broad menu of structural 
reforms, including further 
reductions in trade protection, 
deregulation of domestic avia- 
tion, increased competition In 
telecommunications, a 
shake-up of land transport reg- 
ulations, and labour market 
reform, especially among Aus- 
tralia's notorious waterfront 
workers. 

Trade with New Zealand 
across the Tasman Sea will be 
a high priority. A megg e r of 
the Australian and New Zea- 
land aviation markets is to be 
considered, and the Govern- 
ment wants to emulate-cost 
cutting already achieved by 
New Zealand in shipping. 

The reform programme is 
expected to get under way with 
the release today of a report 
reco mmending big changes in 
rail transport Further reports 
on telecommunications and 
broadcasting are expected 
shortly. 

The reform programme is 
widely regarded as overdue, 
and has broad support because 
of Australia's worsening eco- 
nomic problems. However, 
there are doubts about the 
Government's ability to over- 
come opposition among trade 
unions and to achieve agree- 
ments with some state govern- 
ments. 

Mr Hayden said the Govern- 
ment would maintain its tight 
fiscal stance and firm mone- 
tary policy, and expected sig- 
nificant reductions in the rate 
of inflation and the deficit on 
the current account of the bal- 
ance of payments. He gave no 
timetable for the Improvement 
The Government is likely to 
face an early, challenge when it 
meets state premiers shortly to 
set spending and borrowing 
targets for the coming finan- 
cial year, which starts in July. 

My Hayden said the six 
states and two territories 
would be asked to accept cuts 
in spending and borrowing. 
The federal budget is already 
in surplus. 

NZ ‘blackmailed 5 
by France 

France “blackmailed” New 
Zealand into agreeing that two 
French spies convicted of the 
Rainbow Warrior bombing 
should serve their sentence on 
the French Pacific military 
base on Hao atoll, Mr David 
Lange, former New Zealand 
Prime Minister, said yesterday, 
Dai Hayward reports from 
Wellington. 

"The French threatened to 
wreck New Zealand’s fanning 
industry," said Mr Lange. It 
would force EC restrictions on 
NZ's butter and lamb trade. 
The threats came “from the 
highest level”. 


Rising demand and land speculation have made the housing shortage the number one problem, reports John RmU&% 


T HE reality of Seoul’s 
Daldongnae, or moon 
villages, belies their 
romantic name. 

So called because of their 
location on hills, the first 
places struck by moonlight, 
but also the last to receive util- 
ities and water supplies, they 
provide housing for the poorest 
section of the urban popula- 
tion. Families live in a couple 
of rooms, usually loss than 15 
square metres each, and pay 
“key money” or a fixed deposit 
of Won 10m (£8,630) even for 
this. 

A symptom of the massive 
urban migration which has 
swelled Seoul's population to 
more than 9m, the Daldongnae 
also demonstrate the nation- 
wide and increasingly serious 
problem of South Korea’s hous- 
ing shortage and rising living 
costs. 

"It is our number one prob- 
lem,” admits a senior official at 
the economic planning board. 
It is a focus for social discon- 
tent, fuels resentment about 
widening gaps in asset distri- 
bution, and exacerbates resent- 
ment from the have-nots. 
Trade unions describe it as one 
of the principal concerns fac- 
ing their members, while the 
surge in real estate speculation 
and rental costs has fed the 
rising rate of inflation. 

president Roh Tae Woo lias 
also expressed concern. In an 
address to the nation this 
week, he said "rising housing 
prices have dashed the hopes 
of many citizens to own their 
own homes. Low-income fami- 
lies in particular have been 
greatly hurt by soaring rents.” 


Economic 
blockade for 
Bougainville 

By Kevin Brawn 

THE Government of Papua 
New Guinea (PNG) yesterday 
announced an economic block- 
ade of the mining Island of 
Bougainville after talks with 
local pro-independence rebels 
collapsed. 

Mr Ted Diro, the deputy 
Prime Minister, said only ship- 
ping and airline services car- 
rying essential medical sup- 
plies and fuel far the island’s 
hospital would be allowed. The 
banking and telecommunica- 
tions systems have been 
ordered to dose. 

The announcement followed 
a statement from Kieta, the 
Catholic Commission for Jus- 
tice and Peace, which accused 
the PNG Government of “a 
hidden agenda to destroy the 
peoples of Bougainville”. 

Mr Diro said a five-hour cab- 
inet meeting had agreed to call 
out the PNG defence farces to 
enforce the blockade. He said 
there was no intention to land 
on the island, but the Govern- 
ment was anxious to have 
police there as soon as possi- 
ble, 

Mr Diro said the Govern- 
ment was ready to reopen 
“meaningful” talks. However, 
toe Government will not dis- 
cuss the rebels’ im sfo 
far secession from PNG. 

In Canberra, the Australian 
Government announced that 
Mr Bob Hawke, the Prime 
Minister, will visit PNG next 
month. Australia also 
announced an additional 
A$20m (£ 9.09m) in aid to PNG 
to help replace lost income 
from the copper mine on Bou- 
gainville, closed by the rebels 
in May. 

The announcement of Mr 
Hawke’s visit follows rising 
tensions between Australia 
and PNG over criticism of the 
PNG Government by Senator 
Gareth Evans, Australia’s For- 
eign Minister. 

Mr Michael Somare, PNG 
Foreign Minister, said in 
response that he was “very 
concerned” about Australian 
comments made “without the 
benefit of details”. 


THE South Korean 
Government yeste rday 
announced its strangest mea- 
sures yet to curb real estate 
speculation, ordering 49 
leading business groups to 
sell surplus land by the end 
of the year, writes John Rid- 
ding. 

The measures, which were 
announced by Mr Lee Seung 
Yun, the Minister for Eco- 
nomic Planning, also pre- 
vent conglomerates from 
buying new land. Businesses 
which fail to comply wJH be 
subject to fines and barred 
from obtaining new credit. 

Beal estate speculation has 
become one of Sooth Korea’s 
most pressing social and eco- 
nomic problems. 

According to Mr Lee Kyu 
Hwang, director general of the 
Land Bureau at the Ministry of 
Construction, there are L2m 
people an the waiting list for 
small public apartments and 
790,000 more awaiting private 
apartments. The Korea Devel- 
opment Institute estimates 
that the housing supply ratio, 
the total housing stock divided, 
by the number of households, 
has declined from 785 per cent 
in 1970 to about 70 per cent last 
year. In Taiwan, the compara- 
ble figure is about 90 per cent, 
while in the US and Europe the 
ratio is generally over 100 per 
cent 

The crisis has arisen out of a 
combination of increased 
demand and limited supply of 
land and housing. 

In addition to the underlying 
shortage of land resulting from 


The Seoul stock exchange^ 
which has rebounded 
strongly from Its near col- 
lapse at the end of last 
month, gained 4J6 points 
yesterday to (dose at 79&S4. 
Analysts said the fairly mea- 
gre gains reflected the fact 
that yesterday’s announce- 
ment had been widely fore- 
shadowed and bad already 
improved market sentiment. 

The amount of land which 
companies wifi, be forced to 
sell is considerable. Accord- 
ing to -Yonbap, the nffteial 
hews agency, the 30 largest 
conglomerates own real 
estate worth at feast gisbn 
<£l0.77bn) However, it fa not 
known how much fa held for 
non-business purposes. 

Korea's mountainous geogra- 
phy, housing supply has been 
limited by regulations restrict- 
ing the use of land and the 
price of new buildings. Strict 
ceilings have been placed on 
the price of new dwellings, 
reducing the incentives For 
builders, while taxation of Idle 
bmfl been minimal. 

P ublic supply Of famring has 
also been limited. "In the 1970s 
and 1980s the Government put 
every effort into developing 
exports and the economy,” 
says Mr Kim Kwanyoung of 
the Korea Development Insti- 
tute. "As a result, housing was 
under-invested." 

This has coincided with a 
sharp increase in demand. 
South Korea’s rapid urbanisa- 
tion, a result of its equally 
rapid industrialisation, has 
prompted massive migration to 


the flit!*** More than a quarter 
of the population lives in 
either Seoul or Pusan, with the 
other big cities accounting for 
most of the balance. 

Other factors include the 
trend towards nuclear family 
units and increased cor porate 
demand for land as industry 
spates to expand into new facili- 
ties. 

But both supply constraints 
and increases in demand have 
been exacerbated by rampant 

real . estate. . speculation.. .Big 
business groups, seeking 
higher returns than the stock 

market and manufacturing 
investment can offer, have 
been particularly active. 

According to government fig- 
ures published last month, the 
30 chaebols, the large business 
groups which dominate the 
economy, purchased land val- 
ued at between Won SB and 5 
trillion (million million) last 
year. Hyundai Group, one of 
the largest conglomerates, is 
estimated to own real estate 
worth Won L9 trillion. 

T he immediate effect of 
the limited supply, 
increased demand, and 
speculation has been to prompt 
sharp rises in tend and rental 
prices. According to the KDL 
the first quarter of this year 
saw a 22 per emit increase in 
the average amount of deposits 
necessary far renting an apart- 
ment. In 1989, the average 
price of land in Seoul rose by 
over 30 per cent. 

More fundamentally, how- 
ever, the land and rental price 
rises have increased disparities 
in wealth and the gap between 


S„Korea . . . 

Housing supply ratio (Housing stock dhikfed fcy number of households) 



property owners and lessees. 
"The rich are getting richer 
and the poor are getting 
poorer” complains a Daldong- 
nae resident. 

Given the nature 

of Korean society and the gen- 
eral unpopularity of the big 
business groups, such senti- 
ments provide a source of 
social tensions. 

The Government Is respond- 
ing in several ways. "This year 
we expect to build 450,000 
houses - 200,000 of them pub- 
lic,” says Mr Lee Kyu Hwang. 
"Our target far 1992 is 2m new 
homes, most of them under 
25.6 pyong [one pyoag fa 3A 
square metres] so that ordi- 
nary workers can afford t h e m .” 

Housing finance fa also being 
improved. Funds made avail- 
able for purchases and con- 
struction rose from Won 760bn 
in 1987 to Won 2B8 trillion last 
year. Private construction, too, 
fa being encouraged. Restric- 
tions on land use are being 




Twenty-one army rebels cheered defiantly 
when they went on trial yesterday in the 
first court martial of officers linked to 
December’s bloody military attempt to 
overthrow Philippine President Carazon 
Aquino, Reuter reports foam Manila. They 
included Navy Capt Danllo Pizarro (right), 
Brig Gen Jose Comendador and Brig Gen 
Marceio Blando (right). 

Defence lawyers immediately blocked 


the arraignment of the two generals and 
19 other officers by challenging the 
authority of the seven-member military 
court to try the group on mutiny and 
murder charges. 

When the military prosecutor suggested 
postponing the trial until legal issues 
raised by the defence were resolved, sev- 
eral defendants shouted “Yes!” and brake 
into applause. 


A defence lawyer, Mr Oliver Lozano, 
walked out in protest at tits exclusion of 
Journalists and the defendants* relatives 
from the heavily-guarded co ur t room . 

The 21 defendants were the first officers 
to be tried in connection with the sixth 
and most serious army coop attempt 
against Mrs Aquino, in which 118 people, 
died and 600 were wounded. Hundreds of 
other soldiers are being investigated. 


Banks agree $430m 
Philippines loans 

THE Philippines expects the 
release of about $4S0m (£2S7m) 

In new loans from foreign com- LABOUR accords signed on 
zoercfal banks around the mid- Monday between the employ- 
idle of this month, Greg Hutch- era’ federation, Sacco la, and 

inson writes from Mawtfe. union groups Cosatu and 

The amount drawn will rep- Nactu will go a long way 

resent the first tranche of the towards improving the lndus- 

J7i4m in bonds which Manila trial relations climate soured 

is to issue to about 80 creditor by the divisive 1988 Labour 
banks. The country’s total debt R el a ti on s Amendment Act. 
stands at J26.5bn. The agreement on amend- 

The bonds issue results from merits to the act took more 
the most recently debt reduo- than two years to negotiate, 
tion agreement with foreign It will he forwarded to Mr Eli 
banks. Under the deal, the Louw, Minister of Manpower, 
Philippine Government also "to the hope that it will be 
repurchased $l.abn of the Possible to debate and process 
country’s debt from commer- the proposed changes during 
rial banks at a 50 per cent dis- the 1990 session of parliament,” 
count a Joint statement issued yester- 


S African labour relations deal 


By Philip Gtawfth In Johannesburg 


day by the three parties said. 

The act provoked a massive 
campaign of resistance from 
unions - in the process forg- 
ing an unprecedented degree of 
unity between rivals Cosatu 
and Nactu. About 3m workers 
stayed away from work in pro- 
test against the amendments. 
Although initially supported 
by employers, It became evi- 
dent that industrial harmony 
was not possible so long as the 
amendments remained cm the 
statute book. 

Changes in the agreements 
include removing the indus- 
trial court’s right to forbid 
legal strikes and lockouts and 


a reversion to the pre-Septem- 
ber 1988 definition of unfair 
labour practice. It also con- 
tains a set of basic worker 
rights, including the right to 
bargain collectively and the 
right to strike. 

Commenting on the agree- 
ment Mr Naas Steenkamp, cor- 
porate affairs director at Gen- 
cor, said: "It has gone a long 
way towards le git i m ising our 
labour law. in which the people 
most affected previously had 
no say. I don’t think we will 
again see labour law being 
made without the full involve- 
ment of employers and 
unions." 


Threat of political price for S African privatisation 

Dilution of a principle is seen as worth promise of progress on negotiation front, writes Philip Gawith 

T HE historic political tifT ~ I be more symbolic than real bad seen, with Sasol gaining intervention by way of proteo- steel market means earning 

developments that have «t g since there are few short-term 26900 shareholders. tion and subsidy, real interest forecasts in the prospectus ai 

taken place in South K? _ candidates for sale. Even in the But a privatisation policy to rates and deregulation. unlikely tn he met 


T HE historic political 
developments that have 
taken place in South 
Africa in the past few months 
have made a more than usu- 
ally contentious issue of a pri- 
vatisation programme born of 
economic necessity. 

The African National Con- 
gress and other organisations 
on the left are implacably 
opposed to a policy they 
believe will frustrate their 
plans for a redistribution of 
wealth under a non-radal gov- 
ernment. Much of privatisation 
will have to be "reversed”, 
they say. 

With the government and 
the ANC having just completed 
a first round of talks, the pro- 
gramme is vulnerable. One 
side does not like it; the other 
is unlikely to let it impede 
progress in negotiations. 

Many supporters of privati- 
sation would probably agree 
with Mr Harry Schwartz, Dem- 
ocratic Party finance spokes- 
man, who said recently: It is 
necessary ... not to use exist- 
ing political power to impose 
economic objectives which are 
the subject of dispute, if we 


UNBUNDLING 
THE STATE 


hope that in the future politi- 
cal power will not be used to 
reverse the processes.” 

Dilution of economic princi- 
ple Is seen as a price worth 
paying for enhanced progress 
on the political front Already 
the Government has shown 
itself sensitive to the political 
environment by stating that 
Rlbu (£220m) of future privati- 
sation proceeds will be put 
towards social upliftment pro- 
jects. 

A slowing of the privatisa- 
tion programme would anyway 


be more symbolic than real 
since there are few short-term 
candidates for sale. Even In the 
longterm, there are not many 
- the country has never had a 
large nationalisation pro- 
gramme that needs unravell- 
ing. 

When then President PW 
Botha announced the pro- 
gramme in February 1988, he 
named only five big candi- 
dates: the Electricity Supply 
Commission (Eacom); the Iron 
and Steed Corporation (Iscor); 
South African Transport Ser- 
vices (then Sats, now Tran- 
sact); the Phosphate Develop- 
ment Corporation (Foskor) and 
Posts and Telecommunication. 
In 1989 they had cumulative 
book assets of R73bu. 

The list could be lengthened 
considerably. One estimate, 
probably optimistic, is that 
there are government bodies 
worth R250bn which coukl be 
privatised. 

So far there have been two 
big public flotations. Sasol, the 
oil from coal company, was pri- 
vatised In 1979. At the time it 
was the biggest listing the 
Johannesburg Stock Exchange 


had seoi, with Sasol gaining 
26900 shareholders. 

But a privatisation policy to 
speak of emerged only with the 
tabling of the White Paper in 
1987. This represented one of 
the Government’s first 
responses to the fact that the 
country was in serious eco- 
nomic difficulty and required 
drastic change. 

The 1985 debt crisis, when 
foreign batiks refused to roll 
over the country’s debt, was 
pivotal. Until then the country 
relied on 20 per cent of capital 
for fixed investment coming 
from abroad. 

Two other figures highlight 
adverse economic trends which, 
had to be reversed. First, in the 
period 1970-85, 68.7 per cent of 
all net fixed investment in the 
economy came from govern- 
ment. Second, post-1978, the 
fixed investment required to 
produce Rl of gross domestic 
product was twice that of the 
period 1946-72. 

Privatisation was only one 
peat of a much wirier strategy 
of economic reforms embracing 
greater fiscal and monetary 
stringency, tax reform, 'less 


intervention by way of protec- 
tion and subsidy, real interest 
rates and deregulation. 

One key decision in the Gov- 
ernment's programme was the 
realisation that it had to pri- 
vatise the process itself, and a 
Privatisation Unit was formed. 

The only listing to date 
under the policy was that of 
Iscor in November 1989. It 
raised R3-7bn, L85bn shares at 
R2 each. It was 4J.6 timat over- 
subscribed and saw 150,000 
investors coining to the mar- 
ket, an increase of 50 per cent 
in the number of private inves- 
tors active in the market, 
according to Mr Tony Norton, 
JSE chairman 

The listing was widely 
acclaimed, particularly iq 
terms of the quality of informa- 
tion made available to the pub- 
lic and the pricing of the offer. 
Shares traded at first at a 10 
per cent premium and the high 
volume of trading meant that 
price was established on a true 
volume market Alter reaching 
a high of R3J35 on January 9, 
the share has since slumped 
hack to its issue price, larpdy 
because a depressed world 


steel market means earnings 
forecasts in the prospectus are 
unlikely to be met 
facer’s share price, the flat 
state of the JSE and the damp- 
ening effect of ANC threats of 
renationalisation all mitigate 
against another listing in the 
snort term. Foskor will proba- 
bly be next up, but Transnet, 
Eseom and Poets and Telecom- 
munications are more distant 


Transnet recently took a big 
step-towards privatisation by 
dividing itself into five sepa- 
rate business writs arid chang- 
ing its status from a state cor. 
poraitan to a private company. 
Bui it will be some time yet 
before any division has built 
up a sufficient business record 

to justify a Hating. 

Esoom has been run on com- 
mercial lines for some years 
now, but worries about lack of 
competition have put its sale 
an the backbumer. However, 
as Mr Norton, puts it; "Privati- 
sation fa the crowning of the 
commercialisation process. 
Ton can defer the coronation 
so long as you get on with the 




eased and the limits on new 
house prices are being 

removed. 

At the same time, the Gov- 
ernment is addressing the 
more difficult problem of curb- 
ing speculation. Legislation 
this year introduced a radical 
new concept of public land 
ownership. Land holdings are 
limited, to 680 square metres in 
central Seoul, and if this Emit 
fa exceeded the surplus land 
must be add or a surcharge 
incurred. 

Still more ambitious are 
plans to introduce capital gates 

tavoo oq Iflrufr nUiar . 

than just land transactions. 
This year, the 24m units of 
non-government land will be 
assessed for their value. On 
September l, after an appeal 
period of a month, these values 
will be announced, providing a 
base for a tax on the land’s 
increase in capital value. “No 
other country has tried such a 
scheme,” says Mr Lee. 


A more direct apprejieh, 
announced in recent fa 
to force the chaebol to aAjsax- 
pins real estate lKddtogB M&e 
end rt the ■ yean 
meat has said mat Ifnb . «bv 
chaser fa ftrandit mil tSfirlls 

• Despite turn aRnfaSy ^mea- 
sures, however, asafe 
dobbt that fhepnASw4» 
resolved. ”We have 
tools/ says a researehmalyat 
at the Korea Research fettf&Qte 
for Human Settlemeutfc^Tatt 
the tools ore worthless 
political will” :• 

Part of the 

believes, fa flat those wtioWHl 
suffer under, the probated 
changes are tefinenlfalMjSu 

airing arul 

ipgflfc pTOCesa. 1^ 

previous attempts fo totittve 
the problem have oome-fem 
tfa, raising doubts abom-me 
Governments credibOttr. 
chaebol are a very powerful 
lobby and are atept affindfag 
loopholes/. 

But others are less ptsstefe- 
tic. “Previous, attempts bare 
certainly failed.* says -one ana- 
lyst, "but the Gov ernm e u taOes 
now seem to realise: that toe 
time for talk fa oven.*- feta- 
dent- Bob’s direct interataon 
fa seen, as evidence ota jfaw- 
fouzid gov er nment cohnntt- 

mAnt • ^ ■ 

dearly, the problems cannot 
be otEtcfty solved. AH cf the 
measures, from capital jga&ns 
to hted 'subs 

win take months and giron 
years to implement, fa -j (he 
meantime, the faw w in w* 
from escalating rent arid house 
prices are unlikely to dtartnfcft. 

... ■ - . V . - ^ ■' 


Iraq boasts 
of nuclear 
arms trigger 

By Our Foralgh Staff 

PRESIDENT Saddam Hoads 
mH yesterday that Iraq had 
obtained a sample of an Amer- 
ican - electronic capacita- 
te ~ which tiie US says could 
be used as a trigger for 
unclear weapons - and was 
now making its own copies. 

to March. Britain and the 
US said they had seised 40 of 
the devices at London's Heath- 
row airport, foiling a plot to 
smuggle thorn to Iraq. 

“Only five days after the US 
announcement about the 
so-called nuclear triggers, our 
.fighters at the {Ministry of 
Industry and] Military fodns- 
trialisatton succeeded In prod- 
ucing capacitates similar to 
those so-called triggers,” Presi- 
dent Saddam told Iraq politi- 
cal leaders. 

The president displayed two 
of the Iraqi-made devices and 
what he said was an American 
sample. ■ 

"Can this detonate a nuclear 
bomb?” he asked. T haven’t 
seen a nuclear bomb... but 
this is one of the capacitates 
they talked about; they did not 
capture all of them.” 

Five people and two British 
companies were accused in the 
US in late March of conspiring 
to smuggle top secret nuclear 
weaponry to Iraq from the US. 
The indictment was passed 
down after a 18-manth “sting” 
operation. Iraq denied it was 
making nuclear weapons and 
said it wanted the capacitates 
for laser research. 

Yesterday there was no 
immediate statement on Mr 
Saddam’s latest boast from 
London or Washington, but 
officials said they remained 
opposed to any Iraqi attempt 
to obtain equipment which 
could be used for nuclear 
weapons. 

Baghdad has consistently 
surprised the West with Its 
technological progress since 
the end of the Gulf war 
against Iran in 1988, and west- 
ern officials were not sure 
whether Iraq had the ability to 
make such sophisticated elec- 
tronic devices so quickly. 

South Africa 

Contribution to GDP (%) 



1979 81 ^88^ 65 


Given the political sensitivi- 
ties of the moment, the Gov- 
ernment is likely to agree. 

Previous articles tit this series 
appeared on these pages on Feb- 
ruary 28, March B, 13, 28. 29, 
April 4, 12.19, 28 anti May 2 


A TOP pro-Iranfam tedder 
quashed hopes yester da y-flag 
the early freedom for US Wtofc- 
em hostages in lAbanotahfaro- 
ing US intrasigence. Beater 
reports from Beirut. Mr &u- 
sem Musawi, ah HtebQttah 
(Party of God) leader, arid the 
captives could -be held beyond 
this year became; of Washing- 
ton’s refusal to negotiate stint 
hostage-takers. 

He said "positive ladle* 
flans” of a breakthrough to tin 
hostage crisis that followed tbfe 
release last month at American 
hostages Robert PoIhiH and 
Frank Herbert Reed "have 
diminished". • 

• Iran has hinted that Britain 
would get no help in freeing 
British hostages in Lebanon 
while an Iranian student was 
in a British jail without trial. 

“The British press as well as 
British politicians and. (tbs 
Church of England) would do 
well to demand some explana- 
tion from the government for 
its malicious treatment of Mos- 
lems In England including the 
imprisonment without trial of 
the Iranian studoat,” the Ira- 
nian news agency ERNA said. 

Nigeria cots 
oil production 

Nigeria yesterday announced a 
tag cut in oil output in line 
with moves by other states of 
the Organisation of Petroleum 
Exporting Countries to support 
prices, which have fallen byup 
to 25 per cent this year, Reuter 
reports from Lagos. 

"The amount that Nigeria 
was supposed to be Tnafciwg fa 
excess of its quota was 140,000 
barrels per day (b/d). This fa 
the amount by which we 
intend to cut down," Mr Jihril 
Aminu, the Oil Minister, said. 

The 18 members of Opec 
decided at an emergency meet- 
ing in Geneva last week to cut 
output by 1.445m b/d. 

Moroccan police 
hold fundamentalists 

Police detained about 2,000 
Islamic fundamentalists who 
staged a peaceful demonstra- 
tion outside a court-house in 
flie centre of Rabat yesterday, 
Beuter reports from Rabat. 
Witnesses raw fundamentalists 
taken into a courtyard where 
they were beaten by paramili- 
tary police armed with batons 
and men in dvflian clothes 
wielding dubs. 

The demonstration was held 
m front of the Court of Appeal 
where six leaders of the out- 
lawed Adi wa T .Than no ftmHa. 
mentaflst movement were due 
to appear. It was the biggest 
demonstration by Islamic fun- 
d a m e n talists staged in the cen- 
tre Of the Moroccan naprtal. 

Angolan rebels 
claim success 

Angolan rebels said yesterday 
they had pushed back govern- 
ment troops near the strategic 
town of Mayings in the south- 
eas t, kil ling 139 soldiers and 
capturing about 100 tanks and 
other military, vehicles, Beuter 
reports from Lisbon. 

A statement issued in Lisbon 
said Uhtta rebels had stormed 
government positions on Mon- 
day morning, sending the 
troops fleeing in disarray 
towards their base at Cuito 
Guanavale. The Lisbon 
embassy of the left-wing gov- 
ernment dismissed the report. 
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The facts that everybody 
should know about British 
Aerospace are far more than 
. statistics. 

They are hard-won 
credentials that show outstanding 
strengths in some of the most 
competitive business sectors in 
the world. 

They demonstrate that no 
' heights are unobtainable by 
British Industry if it is willing to 
apply its enterprise and 
co mmi tment to. excellence. 

The record speaks for itself. 


Britain’s leading exporter of manufactured goods. 

Britain’s largest exporter of cars. 

Winners of 22 export and 8 technology Queen’s Awards to Industry. 
Comprehensive range of defence systems. 


Prime contractor for Britain’s largest ever export deal. 

(Project A1 Yamamah in Saudi Arabia.) 

Architects and builders of the 25km King Fahd Causeway 
linking Saudi Arabia - Bahrain. 

Manufacturers of the world’s quietest jet airliner the BAe 146. 

Prime contractor for Olympus, the world’s most powerful civil 
communications satellite. 


An average of over £1 ^-million spent on research & development 
everyday. 


British Aerospace pic, 11 Strand, London WC2N 5JT 
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OVERSEAS NEWS 


European investor’s weekly 


by GUTTMANN& MARCOViqi 

FROM THE HEART OF EUROPE YOUR WAY TO EUROPEAN STOCK EXCHANGES 


Now available worldwide . 


The iron curtain has fallen. 

The EC is the biggest, strongest and most dynamic 
domestic market - all over the world. 

Europe is the focal point of die int ern a tion al in vehe- 
ment con-immunity. 

Europe generates new forms of investemern, new di- 
mensions of profit. 

Europe is booming — we win give you the informa- 
tion to be successful!. 

Europe's #7 ranked stocldetter — die European 
Investor's Weekly — guides you oo the field of Euro- 
pean stock markets. 


The "European Investor's Weekly Recommendation 
Record” reached 290% since Jannary 1988. Oar top re- 
commendation performed 507%. Inthe same period the 
European stocks in general were outper fo r m ing the 
Dow* by only 80%. 

Introducing a new service, die European Investor's 
Weekly will support you with the latest news by DHL 
- EXPRESS, directly from the heart of die Comment. 
Weekly you will receive exclusive information and re- 
commendations on the European stock exchanges as 
well as the latest analyses compiled in the European 
Chart Service. Delivered p ersonally to your desV, 


UKMmkicaiuoKafaHncvlv smCaMtfUvUail^IlMjaaaiUBBDdAM^kalMaavfcarZlOTiaacBCviqvvlDB.PMl 


Free Test Offer 

Please send me the European Investor's Weekly plus the European Chart Service. Delivered by JMK. 
Two weeks of top information, recommendations and charts — free and without any obligations. 

Name. StatecMj) Zip 

Company.... C5ty 

Address - Phone. — — - 


Please mail, &x or call: European Investor's Weekly- Gnttmann & Marcovid Ltd. 
Hschhof 3, A— 1010 Vienna, Austria - Europe; Phone; ..7535 46 70-0, Fax : .. J53S4669 


Religious beliefs focus ethnic tension 


Tim Siong Hoon on resentment at Malaysia’s growing Islanrisation 


A mid the surrounding (fin 
of Koala Lumpur's mate- 
rial prosperity, the tropi- 
cal forest enclave of Buklt 
Nanas, or Pineapple H ffl, nan - 
ages to retain a certain serenity. 
Up the faHTs narrow and steep 
load you come first to the St 
John’s Cathedral Then, after a 
bend, its namesake, the red. 
stone and marble La Snftfrm 
school 

Adjacent to the mission 
school - which is something of a 
local Eton - fe the wooden bufifr 
mg on stills homing the Catholic 
Wftwatrit Centre. 

The budding functions as 
headquarters to 

Malaysian Consultative 
rVamrO firy ’ RnArthwmi, fgiriafl frm. 
tty, Hinduism and STHthiam a 
group repre s enting half the 
country’s 17m population; the 
remainder are Mnatorw 
Islam Is flie only religion with 

rffiaal sferi r iR, a y^rf* 1 *** Which 

also emboldens vdaces within die 
Government to advocate for fim 
ther toftiaco of Mamie "valnerf* 
fnta file dvU law to ™i» 
those values the core of a 

“iwtinnal nilUim ** 

]jw* lr yqy E h fly « w mril || mr . 

mally reser v ed and unobtr u s i ve 
In its wok, appeared in the css* 
tre of political B* boon- 


Prime Minister, fiv mg ht it a hos- 
tile act against the Modems. fie 
also raised the spectre of another 
racial dot should foe campaign 
cuottnued. TMg was a remanflar 
of May I960 when Malays and 
Chinese. had slaughtered. each 
other by the hundreds. 

After Dr Mahathtr's condem- 
nation, fire campaign stopped 
- at half a* TnflKrm skostoiw, 
TTwng h he antfliB (wmri| ]^ |Bf 
met, nothing specific resulted. 

The oobdcS has a list of griev- 
ances: a : Modem bureaucracy 

intolerant, of other religions, 
bureaucratic hindrances to 
nhm ri i q uA temple construc- 
tions, introduction of a ccanput 
scry Islamic course for all uni- 
versity students, and 
unfa vo ura ble laws that, while 

|ir i 4 uHlnff j nriOi f*h - 


eeem to moffiply hi direct pro- 
portion to Bdam tea tic n, or the 
fear of it Such a fear has given 
Hw council’s HmWj reUgloos 
clergymen common cause not 
merely to defend reHgioas. free- 
dom, which has. cwns tit ufl onal 
gua rant ees , but also to find off 
fafam’s encroachment, real or 
perceived. 

The coundTs i nter cess i on is 
unusual because inter-raUgioas 


irig m ibi T P B fat a patHinn 

which bobfly declared, “We do 
not want the syariah 
laws') famnwri on ns”. 

Dr Mahathir Mobamed, file 





so Sl 


sb m 'as 


<zr m 


m ® 5s 


so sr m 


m 


m m 


s? s s SE ^ 


CLZ-- 


■3ZZ- *821 


Can one company carry commuters to the City, 
and provide the computers they carry? 


Toshiba know how important it is to the 
business person to have the information they 
require wherever they are and whenever 
they work. That's why we developed the T5200 - 
a portable computer with the 32-bit power of 
a desktop machine. 

But Toshiba not only help you work at home 


or in the office, they can also help you between 
the two. Toshiba have been constructing 
railway equipment such as control systems 
and motors since 1899. 

The development of Toshiba's linear motor 
train can help passengers cut commuting 
time, thus leading the way in the creation 


of superior technology for transportation 
worldwide, 

Toshiba's commitment to onr society has 
produced two very different products, both 
designed to help you get where you want to go. 

As a leader in LSI technology, Toshiba have 
the ability to make both possible. 


In Touch with Tomorrow 


TOSHIBA 


FOR FURTHER INFORMATION: TOSHIBA INFORMATION SYSTEMS (UK.) LTD. TOSHIBA COURT WETBR2DGE BUSINESS HUS. ADDUBSTOWE ROAD, WETBJUDCE, SUBSET KTS fOl TEL: 0900 28Z70Z 



Queueing at a Koala Lumpur bus sh 
sity is being challenged increasingly 


Malaysia’s diver- 
lalaxnisation 


farming racial hatred, a ctvQ. 

These points are telling from 
Dr Mahathir's remarks , to the 
council not to air any pnfofems 
in public. re«*rntTv » power is 


The quest for Uanlaatlon 
makes reds task dffffontt; a test 
of which win come in a general 
election expected fata: tins year. 
Then, tire Moslem votes will 
count more than before because 


serve of politicians, not an 
uncommon tiling here. It is 
unprecedented because open 
ny n dii tin to w a rd s 
Is fafay* rtaic« accusations cf 


among various races. 

hi actuality, fiie Malays under 
Dr Mahathir’s United Malay 
National Organisat ion (Unmo) is 
fiie do minant force in the 
National' Front ruling cualitkjp. 
Many of the nan-Malays, the CH- 
nese and Indians vhidi are a 
third and a 10th of the popula- 
tion respectively, rarely vote for 
the miH li i v i. 

The Malaysian Chinese Asso- 
datfon (MCA) and the Malaysian 
Xufiazi Congress (MK% the coafr 
don’s Chinese and fodian voices, 
M p Hying h *y> If g lUnii ffi ftn mhV 
firadal character. 

Religion exacerbates fids 
racial t«hh^ Malays are Mos- 
lems, Chinese fr-wfemw ate 
non-Moslems. Hence Dr 
Mahathir’s orders to halt tbe sfe- 

mi lm * rmpoign was dODB OH 

fin grounds of protecting racial 
as dutingufated Dram merely 
reUgnos peace. 

All TmfrimMii policies are 
claimed to be mmfc bypofitical 
ennsnn sa a . But dndy not with 
all Hflririnna, nn Mam ftff 
tn ria nrn TTmwnfa TrifamA; ifamn - 

ter meant it bad to veepend to 
Mamip fervour brought home 
from ban and e lsewh ere in the 
Middle-East during the past 
Hcwnfa The result has been a 
vtafhie jgrfft by fbe.pariy from 
the religious centre U ww mfa .a- 
stron ger Mamte -appwd. 

WHla tf«k maMwg 

H gfifi Bh y ' Miihiy naflaaififam a 
norm, rather fifan an exception, 
it contribute! to attmate ofiier 
races. So to retain any sem- 
blance of mnltHndal legitimacy 
left. Dr Mahathir con tinu es to 
fan ids party’s image as a mag* 
nanbnous pofltical brotiKt And, 
before a national anatmee. he 
continnes to present Islam’s 
moderate feoe. 


Dr Mahathir’s Malay leader- 
ship is challenged by Tengkn 
Baza lei gh Hannah, ms former 
Finance Minister who quit the 
party with as many as half of its 


BitM-a teamed up with Umno’s 
arch rival PAS, the fflmnfc; fan- 
damentahst group. . 

The revolt against Dr 
Mahatwr may bring about a 
m o derating influence on Umna 

T1» tm uM A that fln» (May 

for the Moslem votes fosses pre- 
dons little middle ground for 
manoeuvre even as Umno 
sear ch e s for ways to hire tbe 
non-Moslem votes in its zadaQy 

iwhpwfl mw uIHn pnriflw, 

Struck with this dflemma, 
something may give way within 
fiie ooatttton. An all out appeal ^ 
to Moslems may cause the MCA 
to lose its shuts, a lterna t i ve ly 
Umno « fa m da to lose a record 
number of seats. 

A need to luotect Unmo’s 
in tere s t partly expbuns why Dr 
Mahatidr went down hard, and 
qidridy, (Hi fiie M g» u*t wr » cam- 
pdgo. Though the campafan was 
s tu m p ed, the council’s concerns k 
are unresotvod. Thaw « W1|WW * 
.cannot be simply nded away, 
not Hke. in the past whan the 
Government pushed through the 
adoption of a single Malay, a£0- 

hnpwy, - 

The new. sad - waning amse- 
qaeaofr-Ja that future contacts 
win be atiarged outside intraco- 
afitkm poffiicB or, wane; radical- 
ising them. 

The predictable result is that 
nonpbufical argaufrations like 
the non-Moslem council are 
dri ve n to become the new stan- 
dard bearers. Politics, and the 
hmdmtiiat go with tt,bw come £ 
to Pineapple HflL 



Nepal leaders call for p 
Indian treaty revision 


By 1CK. Sharma, recently In Kathmandu 


RELATIONS between Nepal’s 
coalition Government and 
India could t nm sour after Mr 
Ganesh Man Singh, supreme 


^ • -M 


leader of the ruling Nepali 
Congress, described the <w™ 
of a draft treaty submitted by 
India's Government to Nepal 
fast month as ‘'humiliating.* 

Mr M»u «ri<j flint rela- 
tions with India would have to 
be negotiated afresh, a position 
that Mr Bhattarai, the Nepali 
Congress Prime Minister of the 
new multiparty coalition, also 
re a ffi rm ed. 

Although Mr Ww un n i t did 
not go Into details of the 

Indian draft, Mr GnnftSh Rtogh 

said it had virtually sought 
taking over Nepal’s defence 
and sovereign rights to have 
rela ti o n s with other countries. 

Mr Bhattarai has soft a mes- 
sage to the Indian Prime Minis- 


ter seeking fresh talks on a 
new relationship between the 
two countries. Until then, be 
wants the position restored to 
tint of March 1880, when the 
Indo-Nepal treaties on trade 
a nd transit lapsed. 

For more than a year, 
Nepal’s economy has been 
severdy disrupted because of 
restrictions placed by India an 
trade and tnusdt, particularly 
on petroleum and other essen- 
tial ttwna 

Mr B ha tt ar ai said the 
restrictions put by India “have 
definitely hurt NepaL" 

The draft of the new tre a ty, 
which Mr Bhattarai said “is 
now redundant,” was submit- 
ted just a few days before the 
present Government took 
affloeaftsrtalkawith.repreaezb- 
tutty ea of the previous adminis- 
tration. • 
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Dutch policy towards 
South Africa eases 




FOREIGN MINISTER Hans 
van den Broek signalled a 
change in Dutch policy 
towards South Africa and indi- 
cated President F.W. de Klerk 
would be welcome in the 
Netherlands later this year, 
Reuter reports from The 


' Answering questions in par- 
liament yesterday, Mr van den 
Broek said that last month he 
felt too little change had taken 
place in South Africa for the 
Net h erlands to invite Mr de 
Klerk during his nine-nation 
European tour which begin* 
today. "But now there have 
been talks about talks and it is 
(Hir hope that things will go 
further. And if that occurs it is 
no problem fear ns for Mr de 
Klerk to visit later thin year;” . 
Mr van den Broek said. 

He was referring to three 
days of exploratory talks 
between Pretoria and the Afri- 
can National Congress last 
week that could lead to formal 
ne gotiati ons on a nan-racial 
constitution. 


Van den Broek said the 
Netherlands would continue to 
press for the release of political 
prisoners in South Africa and 
an end to the state of emer- 
gency. The Netherlands has 
gradually been easing its peri- 
i cy to wards South Africa, fol- 
lowing the release In February 
of black nationalist leader Mr 
Nelson Mandela after 27 years 
in prison and the repeal of 
laws imposing racial segrega- 
tion. . 


Since February, the Dutch 
parliament has indefinitely 
delayed voting on a MU that 
would have banned new invest- 
ments in South Africa and has 
eased restrictions for visas for 

Bav enufamt nfflrfafa 


Mr de Klerk left South 
AFrica y es te rday far a three- 
week tour of nine European 
countries. He will meet heads 
of state and government in 
France, West Germany, Spain, 
Portugal, Britain, Greece, Swit- 
zerland and two other coun- 
ties to be announced. 
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While there are plenty of people 


• st 
a f ew w 

. Gpmrentiohal wisdom says you cant have a high performance 
taxuiy car below the 2 litre "break-point 9 . 

The 140 bhp Renault 25TXI begs ta diffec Tb achieve this we 
sutiply redesigned the engine. 

life increased the number of valves (to three per cylinder) 
thereby increaang the power: 

-< And as three yalves per cylinder produces a higher torque than 
the more conventional two or four; expect a smooth accelerataon with 


riving to arri 
ill make a de 

0-62 in just 9L5 seconds. As fast as a 2.5 litre 6 cylinder fuel injected 
BMW And what if you didn't want a manual gearbox, would you 
automatically expect to lose performance? 

Not so. Hie TXI automatic has a new 4-speed gearbox. 
Its. electronically controlled hydraulic transmission ensures 
the optimum fuel efficiency and improves power response when 
you put your foot down. 

At the touch of a button performance and economy modes let 


parture. 


you decide just how fast or frugal you make your departure. 

But if you think this is just a fast car stop right there. 

Bosch ABS anti-lock brakes are fitted as standard (stopping you 
fester and safer). While Anti-plunge prevents the car from diving 
under hard braking (reducing stress on the car and the driver). 
And the cost of all this technology? more 

Only £16,995* After all nobody ever J ^TO UFE with 
made a fortune by spending one. w W RENAULT 
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IMF/WORLD BANK 


Debt relief strategy finds favour 

Stephen Fidler in Washington assesses plans to reduce debt burdens 




Quota decision ‘had to be taken’ , fro 


By Peter Riddell, US Editor, In Washington 


A rguments to extend 

the principle of debt 
relief in international 
debt strategy appear to be 
making an impact on interna- 
tional policy-makers. 

So far, official encourage- 
ment of debt relief - the writ- 
ing off of some debt obliga- 
tions - has followed two 
strands. 

First, the Brady initiative 
attempts to lower the burden 
of the debt owed to commercial 
banks by severely indebted 
middle-income debtor coun- 
tries. The initiative, named 
after the US Treasury Secre- 
tary who launched it in March 
1989, uses official finance pri- 
marily from the World Bank 
and International Monetary 
Fond to provide incentives for 
banks to grant debt relief 
The other strand is aimed at 
low-income countries whose 
debt is more concentrated in 
the hands of the governments 
of industrialised countries. The 
so-called Toronto terms low- 
ered the scheduled repayments 
to governments according to 
an agreed formula or, for those 
creditors that so chose, 
extended the debt's maturity. 

In a report to ministers on 
the IMF/World Bank Develop- 
ment Committee yesterday, Mr 
Barber Conable, World Bank 
president, outlined a wide- 
ranging critique of the current 
strategy. 

On the Brady initiative, the 


Conable report - meant for 
restricted circula- 
tion - painted oat that, while 
six Brady agreements have 

been reached, subsequent deals 

may take a long time to imple- 
ment 

Voluntary loans to countries 
in debt reduction agreements 
will not be established quickly. 
Most capital flows to these 
countries will thus come from 
the public sector. This will 

Increase the risks for the offi- 
cial sector - particularly 
where debt relief is inadequate. 

It also noted that large-scale 
conv er sion of loans into bonds, 
as in the Mexican debt agree- 
ment, reduces the flexibility 
for future debt management. 

In suggesting amendments 
to the Brady initiative, Mr Coo- 
able called for a more flexible 
use of official funds to help 
debt reduction deals. He also 
called for more agreements to 
Include temporary debt relief, 
leaving open the possibility of 
a return to higher debt service 
levels in future. This, xnrludBd 
hi an agreement in principle 
between banks and Venezuela, 
would save on official 
resources. 

Suggesting that he believes 


One important issue faced by 
policy-makers is the high pro- 
portion of official debt owed by 
some, particularly lower mid- 
dle-income countries. Indeed 
few countries outside the big 
flair debtors to banks — Brazil, 
Argentina, Mexico and Vene- 
zuela - have a bank debt bur- 
den larger than an official debt 
burden. 

Under current arrangements, 
this goverament-to^fovem- 
ment debt and the interest due 
can be rescheduled under the 
auspices of the Paris Club. 
This practice, the report says. 
Is “likely to lead to a build-up 
of future debt service obliga- 
tions beyond a level consistent 
with a timely return to credit- 
worthiness. 1 ’ Mr CtmaWp «»n« 
for “a degree of debt relief 
when appropriate for cotmtries 
in this group which have most, 
if not all, the characteristics of 
low income economies.” 


T"7 xpectattons are growing 
|H that a French-led initia- 
I. J tive, in some circum- 
stances, would extend the prin- 
ciples of debt co n ce ss i o ns for 
these countries, such as 
Jamaica and Nigeria, fran- 
cophone countries such as 
Ivory Coast and Cameroon. 

On top of that, there is 
widely expected to be a need 
for a framework to write down 
some of Poland’s debt - the 
country owes two-thirds of its 
$40bn foreign debt to western 


the current funding for the 
strategy inadequate. Mr Cana- 


strategy inadequate, Mr Cona- 
ble called for a further diversi- 
fication with t rilater al finance 
beyond the support provided 
by the IMF, Weald Bank and 
Japan. 


governments. These conces- 
sions are likely to bb easier for 
some western governments to 
make than for others. Relief of 
official trade debt cons titute s a 
particular problem for the US. 

For low-income countries 
with bank debt, a MOOm World 
Bank facility is already helping 
some countries buy back their 
foreign debt 

More significantly, it Is 
becoming apparent that the 
Toronto terms are only provid- 
ing very modest debt relief. 

Elsewhere, the bank has calcu- 
lated that the debt relief so for 
fur the countries of sub-Saha- 
ran Africa a m o un ts to about 
fSOm. Even the constant appli- 
cation of the concessions until 
the end of the century will 
only result in debt relief of 
about $2bn - 11 per cent of the 
countries' long-term debt. - 

Policymakers are coming, 
under assault from another 
aw gte — the commercial bank- 
ers, who toe themselves forced 
into de&t forgiveness. A 
strongly worded report from 
the Institute of International 
Finance, the Washington-based 
r ooo ar ch group which speaks 

for in tor-national hanlrw, hlam e S 

the strategy for engendering 
what it calls a loss of discipline 
in the ftitematfeinai financial 
system. Arrears of debtor coun- 
tries to; international te«v« 
rose to ffi&15bn at the end of 
March tem ffl 1 t ?h n at 


THE COMPROMISE agreement 
on the quota review, readied 
late on Monday evening, 
reflected a recognition that “if 
a decision was not taken how, 
ano ther six months would be 
lost,” Mr Michael Wilson, 
Canadian Finance Minister, 
said yesterday. 

Reflecting on what he 
described as a "demanding" 
first meeting as chairman of 
the policy-making interim com- 
mittee c£ the IMF, Mr Wilson 
mm he bad always expected 
protracted and Hiffjre fl t discus- 
sions. 

However, he denied that the 
US had largely had its own 
way in limiting the quota 
increase to SO per cent and by 
linking this to a tough package 
on payment arrears, induditig 
a provision to suspend mem- 
bers. 

Mr Wilson said both aides 
hand to from their 


original positions on the size of 
the quota increase. He argued 
that debtors and creditors 
favoured a strengthened 
arrears strategy ahd that same 
debtors accepted the need for a 
sairctian in the form of suspen- 
sion. Hie acknowledged that the 
linkage issue bad prolonged 

foe i te a ma fniHL 

The mtotater who has a 
low-key, soothing manner - 
claimed there had been no acri- 
mony, and noo&e had raised 
Ms voire or dammed the table. 
However, he accepted that 
even members with doubts 
recognised that a derision had 
to be taken If there were not to 
he at least six months' delay in 
the quota increase. . 

Mr ff HanB raid te hud talhri 

to some of the developing 
country members after the. 
marathon meeting - they did 
not fed. they had been hard 
done by. He acknowledged 


mu 



Wltadfo ’demanding’ meeting 


sums apprehension by develop- 
ing te wn fa te i about a shift of 
resources and attention to east- 
ern Europe on the part of 


the big industrial countries. 

Mr Wilson said that the IMF 
would treat all calls on its 
resources In an objective way. 
Countries such as Canada 
would not make resources 
available to eastern Europe to 
the detriment of developing 
countries. 

However, he said! "The point 
tintt was not lost is that there 
is now a competitive world- 
wide market for private sector 
capital. The private sector will 
respond to the attractiveness 
of the political and economic 
e nvi ron men t 

' He said that the extent to 
which eastern European coun- 
tries make a more sucesafui 
appeal to the private sector 
rill increase pressure on devel- 
oping countries. This is 
already being reflected, he . 
said, in changing attitudes in 
developing countries, such as 
Brazil. 


Poland hopes to cut servicing obligations by 80% 


THE Polish minister ye s te r day 

d his country would seek to reduce its 
foreign debt servicing obligations by 80 
per cent, writes Stephen Fidler. 

Mr Leszek Baloerowkx, in Washington 

for wmHtwb of the International Monetary 

Fund and World Bank, said the Govern- 
ment would attempt to extract equal con- 
cessions from all creditor groups - com- 
mercial banks, western gover nm ents and 
east European creditors. 

' The country has a foreign debt of $40bn 
C£3&95bnX Of this, just ovet 20 per cent is 


owed to banks and m uch of the rest to 
western governments, and there is a debt 
to tiie countries of the Council for Mutual . 
Economic Assistance (CMKAJ Of Roubles 
5bn(£5bn). . 

Poland’s scheduled interest payments - 

would swallow 6 to 7 per cent of it* gross 

domestic product However, Jt has nego- 
tiated an arrangement with the Paris Chib 
Of creditor gov ernm ents under which it: 
win postpone all Interest and principal 

| M yw «mf« rfito irttHl IQO f .'f tTtng niart 

rejected bank requests to pay 15 per cent 


of the interest due on its bank debt. While 
servicing Us trade credits, it is paying no 
interest on medium-term debt to banks. 

' Mr Balcerowicz said the reduction of 
debt service was necessary to get rid of the 
c oun try ' s “debt overhang” and to convince 
Poles that their sacrifices were not being 
made for the benefit of foreign cred i t o r s . 

Mr Jahusz Sawlcki, the deputy minister 
o£ finance responsible for debt negotia- 
tions, said tiie country expected balance of 
payments s u pport from the World Bank of 
about |&5bn over the next three years. 
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US opposes ‘green’ fund 
loan plan by World Bank 


By Prist Riddell in* Washington 


* 


THEY STE P OUT 

^■NTDQOIl. 


THE US is opposing the Wodd 
Bank’s latest proposal for a 
special new “green” fond to. 
provide concessionary - loans 
for environmental projects. 

A Senior US Treasury official 
said yesterday that -the adtnin- 
lstratkaiSawiio need far a new 
fund requiring additional 
resources - when, .rthe eWorld 
Rank's existing funds could be 
used more fox environmental 




Move into London Doddctnds and you enter 
another way of /ife.-Ai yqor awpai-winping ... 
warehouse conversion - or buff i 1Sndc J, kirhSljr : 
house - you'd be on the threshold of London's 
best-kept secrets. 

Brasseries that could be the envy of Pbris (on bath 
the right and the left banks of the Thames!. If you 
prefer dim sum, forget the West End and point 


your rickshaw to Umehouse, London's original 
Chinatown. XPu'dsh^inJuskfri^Jis^ , 

' AtSm k nifr llf i •' *-* ' s . 


But tee more you look, tee 


He suggested that the cost of 
environmental adjustments 
should not he entirely, borne by 
industrialised countries via a 
new fund; rather, developing 
countries should use some of 
grfuHng resources to address 
the problem themselves. 

• Peter Norman adds: Mr 
J ohn Major, UK Chancellor at 
the Exchequer, yesterday 


warned that countries supply- 
ing Third World nations with 
aid might place conditions on 
Spending policies If these were 
wasteful. 

He told the joint XMF-Warid 
Bank Development Committee 
that there were still too many 
cases at “questionable military 
purchases and white elephant 
public sector projects” in the . 
developing world. 

“Donors cannot but take 
notice if resources are being 
wasted at a time when many of 
the countries involved are 
pressing far additional external 
support," he said. He said the 
UK would contribute to a sub- 
stantial increase for the 


international Finance Corpora- 
tion, the World Bank affiliate 
promoting private sector initia- 
tives indeveloping nations. 
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There are wine bars as modish as any in 
Manhattan. And taverns once f reque nt ed by 
Captain Cook or Lord Nebon. With 55 miles of 
wa t erfr o nt, London Docklands is a natural centre 
for watersports, (and most other lands of sport! 


the Ctiy Even three farms. Cad London Docklands 
on the number below and we'd put a w e alth of 
information through your letter box. It could easily 
persuade you to move your awn kant door: 
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and the coastal towns and villages of Lac 
Leman from Geneva to Villeneuve, 
GENEVA, LAUSANNE, LUGANO, 
LUZERN, ST GALUEN, ZUG, 
ZURICH or WINTERTHUR — gain: 
the edge over your competitors. Have 
the Financial Times, hand delivered to 
your office. -Then start every working 


day fully briefed and- alert to all the 
issues that affect your market and your 


issues tm 
business. 


12 FREE ISSUES 


When you take out your first subscription 
to the F.T., we’ll send you 12 issues free. 
Then see for yourself why Frederick 
Ungeheuer, Time magazine’s senior 
financial correspondent, describes us as 
“the paper with the best coverage of 
international finance.” 


0 Geneva (022)7311604 

And ask Peter Lancaster for details. 
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Some business travellers 

will change neither hotel nor newspaper. That’s why they 
are particularly happy to find eomplimentaiy copies of 
the Financial Times at the following hotels in Paris: 
Hotel BaiOi de Suffren, Hotel de la Bretonnerie, Hotel 
Bristol, Hotel Cambon, Residence Champs Elysees, 
Hotel Chateau Frontenac, Hotel Colisee, Hotel Com- 
modore, Hotel Concorde La Fayette, Hotel Concorde 
SL Lazare. Consul Club American Express, Hotel Crfl- 
lon. Hotel Due de Saint Simon, Hotel Floride Etoile, 
Hotel de France et Choiseul, Grand Hotel, Hotel Guy 
Louis Dnboucheton, Holiday Inn Republique, Hotel 
Inter Continental. Saint James Club, Hotel Lancaster, 
Hotel Littre, Hotel du Louvre, Hotel Madison, Hotel 
Mayfair, Hotel Meridieo, Hotel Meurice, Hotel Novotel 
Les Halles, Hotel Pavilion de la Reine, Hotel Prince de 
Galles, Hotel Pull man Windsor, Hotel Queen Eliza- 
beth, Hotel Regina, Hotel Relais Christine, Hotel Royal 
Monceau, Hotel Sofitel Bourbon, Hotri Sptentfid 
Etoile, Hotel Terrass, Hotel delaTremoiUe, Hotel War- 
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US plans to lift anti-trust 
threat from joint ventures 


.* 


By Peter Ridden, US Editor, In Washington . 


' * COMPANIES n pBrgtlp g in fin 
' ‘k US wQI be able to engage in 
joint production ventures wfth- 
' - v‘ r, - : out few of anti-trust 

: under detailed legislation 
■■s.x-o proposed by the Bush adminis- 

. ' ■ *< tration. 

- The aim is to strengthen the 

. “V-k; competitive position of US 
.. manufacturing industry In 
bringing to the market new 
*V:k\ products with large develop- 
/■- • ;V ment costs. 

Anti-trust restrictions have 

' already been relaxed on joint 
v, research and development pro- 
S . <r w - jects and the latest proposal 
■ would extend this protection to 

co-operative joint production 


1 * t * t i * . ^ ventures. 

^ aiJt3s bvsiifrco^ 


1 Poises 1 
hv 


>' ^orldj 


N Under Che proposal, the 
ib> courts would be required to 
K apply the “rule of reason” on a 
'» case-by-case basis to take into 
account cost competitiveness 

- and competition abroad as well 
x as domestically, in 

- determining whether compa- 
;5. nies have colluded to defy 

v 

K’ " I IN. II 

| Nicaragua 
^devalues 
currency 

n NICARAGUA yesterday 
t devalued its currency 10 per 
ft rent against the US dollar on 
s the official market and 2 & per 
jp cent on the parallel market, 

| Renter reports from Managua. 

The devaluations are the 
third since the government 
of President Violeta Chamorro 
took office cm April 25. 

«* The central bank said the 
-: official dollar rate rose to 
x 100,000 cnrdobas-to-one from 
90,000. The parallel market 
rate, used for most imports 
and offered at state-controlled 
exchange houses, rose to 
175,000-to-one from 170^)00. 

Central hank president 

- Francisco Mayorga has said 
the cordoba will suffer 
devaluations during May to 
adjust for high inflation. He 

■ . said the hanir plans gradually 
to close the gap between the 
, official and parallel market 
rates before introducing a new 
currency on par with the dollar 
" in July. 

On Monday the G ov ern m ent ■ 
■ announced a 60 per cent 
' increase in the minimum wage. 


anti-trust, laws.. , _ ■ 

Moreover, the potential liar 

h fltty fas companies involved 
in joint production veu tiuea 
found to have violated anti- 
trust laws would he reduced to 
vl ngfa damages from three 
times the damage caused. 

Tbeadxninistiattonproiwsal 
will benefit fbreign-owned as 

well as US companies e nga g e d 
in such production ven - 
tures. However, Bflwwhttw 
Jack BrcnkSi the Democratic 
chairman of me House Judi- 
ciary Committee, would 
restrict the benefits of the 
relaxation from ventures and 
participating companies with 
30 per cent or more foreign 
ownership. This Is opposed fay 
the administration. . 

In general, there is wide- 
spread c ong ressional support 
fbr the change, thoughjt could 
still face anm|t congressio n al 
hurdles. For instance. Senator 
Howard Metzenhaum, the Pern- 
off rjiHf. <*afrrnnn of, the anti- 


trust sub-committee of the Sen- 
ate Judiciary Committee, has 
said he ethoses the bill, which 
“would do little to help Amer- 
ica's competitiveness and 
much to undermine the laws 
that promote competition." 

Mr Robert Mosbacher, the 
Commerce Secretary, has said 
the proposal will help US com- 
panies to bring important 
research from the laboratory to 
the market place “efficiently, 
cost-effectively and with less 
risk”. One of his officials said 
that the legislation reinforced 
a trend in recent court cases to 
take a more lenient view of 
such joint ventures cm a case- 
by-case basis. 

Commercial lawyers also 
suggested that the direct 
Impact might be limited, since 
few cases had been brought 
against such ventures. How- 
ever, some small companies 
have expressed fears that they 
will lose out against larger con- 
cerns combining together. 


Banker sees economies 
leaving Tost decade 9 


By Joe HUmhi in Caracas 

SOME' Latin American 
economies are finally leaving 
behind nhe lost decade" of the 

1380s, enabling US hanks and 
in ve s t o rs, to "giro wave serious 
considerations to the opportu- 
nities beginning to emerge", 
Mr Lewis Coleman, vice-chair- 
man of Bank of America and 
hand of Its world banking- dhd- 
Mon, said in Caracas yesterday. 

He told a group of business- 
men that Btwnwnfc reform s in 
Venezuela, Mexico, Chile and 
Colombia had distinguished 
these countries from others in 
the region, and suggested that 
they. had the best chance of 
wiakfpg substantial economic 
progress and competing for 

t n h i r w a Hwal M W H H fl f riiil kttmi 

and investments In the fixture. 

Mr Cotomaw said Venezuela 
had weathered “the sharpest 
one-year ifaeUty* in output In 
its recent history” and If the 
Government continued to push 
with reform, 

the country would become 
“one cd. Latin America’s most 
attra c tiv e Investment .opportu- 
nities”. 

He warned, however, that 


big US banks were “subject to 
much greater pressure to gen- 
erate profits" today than in the 
p ast, and that Latin American 
countries seeking loans and 
investment were facing tough 
competition from North Amer- 
ica. Europe and the Pacific 
Basin. 

Renter reports: Venezuelan 
police have arrested a doctor 
and 11 morgue employees on 
charges of having removed the 
eyes of corpses and sold them 
for cornea transplants, 
said. 

A senior policeman told 
reporters the eye-theft ring had 
been operating fbr some time 
from a Caracas morgue, and 
that inquiries were continuing. 

Coroners’ assistants and 
orderlies stole the eyes mostly 
from the unclaimed bodies of 
young people, and sold than, 
for about S35 to a doctor in 
Maracay, a city west of the 
capital, the officer said, adding 
the doctor was using the 
eyes for cornea transplants and 
charging up to $2^)00. 

Police are investigating pos- 
sible foreign connections. 


AMERICAN NEWS 


Chicago 
futures 
traders go 
on trial 

By Barbara Durr 

In Chicago 

THE first trial to stem from a 
two-year undercover Federal 
Bureau of Investigation probe 
of trading abuses in. Chicago s 
futures pits began yesterday. 

Three traders of Swiss franc 
futures at the Chicago Mercan- 
tile Exchange (GME) are facing 
c riminal charges brought by 
the US Government ranging 
from will wire fr au d to 
racketeering. 

The FBI Investigation, 
which ended - early last year, 
produced indictments of 47 
traders and brokers and one. 
clerk from the CME and the- 
Chicago Board of Trade. While- 
many of those in d icted have 
pleaded guilty an ^ are under- 
stood to have co-operated with 
the Government’s prosecution, 
32 traders have said they are. 
Innocent and are to be tried. 
After the three Swiss franc 
traders, 16 traders of yen 
futures and 13 traders of soya- 
beans are scheduled to go to 
court later this year. 

The trial is fll-thned for the 
Chicago futures exchanges, 
coming as a battle •wyifaifla in 
Washington over stricter regu- 
lation of the pits. The Com- 
modity Futures Trading Com- 
mission, the Chicago markets’ ! 
regulator, is under fire from 
Mr Nicholas Brady, Treasury 
Secretary, far not being suffi- 
ciently tough. 

Soma commodity law 
experts, however, believe the 
trial could serve to show how 
well the existing regulatory 
s tr u ctures work. This, they 
say, will tend to create more 
confidence in the futures mar- 
kets, not less. The CFTC 
assisted in the FBI inquiry. 

The Government says Its 
investigation of trading is con- 
tinuing. 

At issue in the trial is 
whether the traders cheated 
customers as they executed 
orders. 

The Government charges 
that brokers fixed trades by 
various methods to avoid their 
own responsibility fbr trading 
losses. The defendants’ law- 
yers are expected to argue that 
the trading practices alleged 
to be illegal are widespread 
and are largely to help smooth 
out errors in the «™« of the 
marke tplace. 


New men turn to trouble at home 

Tim Coone weighs up a shift of orientation away from foreign 
initiatives as the presidency changes hands in Costa Rica 

D R OSCAR Arias of ftunde with trying to improve the renegotiation of repayment foreign debt c 011 *™ 0 *®* *5? 

Costa Rica, a political onthat while bringing the terms on S3bn in outstanding late 197 2L5S d ei ^5L 1 ririSi ^ 
peacemaker and era- Government’s swelling debt Paris Club and multilateral foreign credit i EOurcK dried up 


D R OSCAR Arias of 
Costa Rica, a political 
peacemaker and eco- 
nomic pace-setter in Central 
America for the past four 
years, handed over his presi- 
dential sash of office yesterday 
to Mr Rafael Angel Calderdn, a 
41-year-old lawyer of centrist 
political views, and the victor 
In the presidential election last 
February. 

Dr Arias was the father of 
the Central American peace 
plan, for which he won the 
1987 Nobel Peace Prize, and 
which in recent months has 
begun to bear fruit He has pre- 
sided over a national economy 
which has shown a healthy 
average 5 per cent growth dur- 
ing the past four years. His 
will be a difficult act to follow. 

The debut of President Cald- 
er6n will be no easier because 
of contradictory pledges he 
made, during the electoral 
campaign, to improve social 
welfare progr a mmes, especially 
bousing; while also promising 
to put gov e rnment finances in 
order. In the early 1940s, his 
father founded Costa Rica’s 
extensive welfare system. In 
the 1990s. the son will have to 


joggle with trying to improve 
on that while bringing the 
Government’s swelling debt 
mute control. 

This year the fiscal deficit is 
on course to reach 3Qbn 
etdones (£209m) or 7 percent of 
GNP. Mr Fbetao Vargas, the 
new Finance Minister, said this 
week he Intends to reduce the 
deficit to zero “within three 
years”, but how he will square 
this with Mr CaMerOn and pop- 
ulist cabinet ministers backing 
the Social Christian Union 
Party’s (PUSC) welfare pro- 
gramme, remains to be seen. 

I t jg Bffura likely the cabinet 
will suffer an early shake- 
trot, with free marketeers 
pur-11 ss Dr Vargas (educated in 
the US at Chicago and Berke- 
ley) and Mr Jorge Gnaradia, 
new Central Bank president, 
eventually taking firm control 
of the economic reins. 

Mutate*™™” of tight control 
over go v er n ment finances will 
be vital if planned negotiations 
with tiro World Bank for a new 
structural adjustment loan, 
and with the IMF for stand-by 
loan finance, are to succeed. 
These in torn will be crucial to 


the renegotiation of repayment 
terms on S3bn in outstanding 
Paris Club and multilateral 
debt 

One of the last acts of Dr 
Arias’s government was to sign 
a debt buy-back and conver- 
sion scheme at the weekend 
with commercial bank credi- 
tors. This will reduce Costa 
Rica’s debt burden by $lJ255bn 
(£740m) for a cost of *226m. 
Half of the finance for the 
scheme, though, has still to be 
found and much will depend 
on the outcome of talks In the 
next few months with the 
World Bank and the IMF. 

Dr Arias's legacy is one 
which has projected Costa Rica 
onto the world stage, as a 
country able to take a leading 
role in the Caribbean Basin 
and in American. As a 

result of his peace initiatives, 
war is receding from Costa 
Rica's borders, and the country 
is one of tbe few in Central 
America where there is active 
foreign investment. He has 
been rewarded with sympathy 
and understanding by the 
country’s creditors. 

The buoyant economy, how- 
ever, has been built hugely on 


High inflation rate withstands 
monetary squeeze in Chile 


By Leslie Crawford In Santiago 


THE overheating in Chile's 
economy is being cooled in 
response to the Central Bank’s 
restrictive monetary policies, 
but inflation, which reached an 
annnnHqpri 24.8 per Cent In 
April, is proving immune to 
the same treatment 
Mr Alejandro Foxley, tbe 
hew Finance Minister, says 
most indicators show the econ- 
omy growing at a 4 to 5 par 
annual rate — down from 
the unsustainable ID per cent 
registered last year. 

The Central Bank has 
applied the brakes by raising 
real interest rotes from 11 to 
1/L5 per cent since the start of 
the year. The construction sec- 
tor has been the first to feel 
the pinch, with budding starts 
repented GO per cent down on 
I last year. Consumers are also 
I being squeezed by more expen- 
I sive credit — car sales, for 


wnrnpte, have fallen by 9) per 
cent. 

The economic slowdown 
should have dampened infla- 
tion, but mice increases have 
accelerated. Central Bank offi- 
cials say they are still mopping 
up the results of a spending 
spree during the final months 
of the military regime which 
stepped down in March, but 
recent measures, such as tbe 
raising of the minimum wage, 
are expected to keep the 
monthly rate above 2 

per cent in May and June. 

The resilience of Chilean 
inflation has convinced Mr 
Foxley that fiscal, as well as 
monetary, measures are 
■ neeflad to fight it He told Con- 
gress last week that most of 
the extra revenue generated 
from planned tax increases this 
year would be needed to cover 
an estimated budget deficit 


equivalent to 2380m. Also, be 
warned that much-heralded 
improvements in health, bous- 
ing education would have 
to wait until the Government 
bad the necessary funds. 

Chile's budget is usually pre- ! 
pared in August for tbe follow- 
ing year. In drafting its last 
budget, the military regime 
aimed to Impose fiscal auster- 
ity on the new civilian admin- 
istration. However, two of its 
assumptions now seem wildly 
optimistic inflation was fore- 
cast at 12 per cent for 1990 - 
in reality it is likely to be dou- 
ble that figure; and tax receipts 
were predicted to rise by 21 per 
rent - but tax cuts made last 
year are now starting to take 
effect. Besides, the military 
included revenues from 
l>t«ftwad priv a tis ations — a pro- 
gramme the new Government 
has put on ice. 


foreign debt contracted in the 
late 1970s and early 19S0s. As 
foreign credit sources dried up 
during the last decade, Dr 
Arias's government turned to 
domestic savings as a source of 
finance. The result Is that the 
internal debt problem is now 
almost as great as that of the 
foreign debt The stole sector 
absorbs 50 per cent of available 
bank credits and more than 95 

per cent of the funds circulat- 
ing in the local stockmarket. 
To service this debt, the Gov- 
ernment is obliged to expand 
bond issues continually at 
interest rates which suppress 
economic activity in the pri- 
vate sector. 

According to one PUSC nult- 
tant in the Foreign Ministry: 
“We are pleased with what Dr 
Arias h-?* done for Costa Rica 
internationally, but the time 
hire come to pay attention to 
the problems at home.” 

That is Mr Calderdn's slo- 
gan. If he proves as adept on 
domestic issues as Dr Arias 
has on international ones, 
Costa Rica should consolidate 
its place in tbe sunshine now 
breaking through the Central 
American storm clouds. 

Brussels plans 
aid for Asia and 
Latin America 

By Tim Dickson 
in Brussels 

AN Ecu29bn <£2.l4bn) package 
of European aid for the coun- 
tries of Latin America and 
Asia - an 80 per cent increase 
on previous levels of support 
- was proposed in Brussels 
yesterday by the European 
Commission. 

The announcement by Mr 
Abel Matutes. EC Commis- 
sioner responsible for relations 
with the two regions, was seen 
as a demonstration of the Com- 
munity’s determination not to 
allow upheavals In eastern 
Europe to swallow a dispropor- 
tionate share of its “spare" 
finanrial resources. 

Brussels also said yesterday 
that it wants to switch the 
emphasis from traditional 
forms of development aid to 
economic cooperation with the 
more dynamic regions. Particu- 
lar attention would also be 
paid to the environment. 
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- trust Volvo 
to come up 
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Lower’. 
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WORLD TRADE NEWS 


Japanese face 
strong protest 
over dock levies 


By Ian Rodger in Tokyo 

IN A rare show of unanimity, 
the US, Canada, the Nordic 
countries and European Com- 
munity complained to the Jap- 
anese Government this week 
that new levies charged by 
Japanese dock warehouse com- 
panies on international ship- 
ping constituted an unjustified 
barrier to imports. 

The levies, which would 
raise some Y6bn ($38m) a year, 
were proposed last autumn by 
the Japan Harbour Transport 
Association (JHTA). an associ- 
ation of dock warehouse com- 
panies, to finance improve- 
ments to companies' facilities 
and train dock workers. 

Both Japanese and foreign 
shipping companies objected, 
seeing no reason why they 
should help fund the ware- 
house industry's capital invest- 
ments. Foreign companies also 
complained that the levies on 
international container traffic, 
in which they have a SO per 
cent market share, were much 
higher than those on car carri- 
ers or on domestic shipping, 
where their share is smalL 

Japanese and foreign compa- 
nies ultimately gave in to the 
JHTA’s demands, knowing 
that without its co-operation 


they would have difficulty 
operating. 

The JHTA has accumulated 
considerable power in the past 
two decades by acting as the 
intermediary between shippers 
and dockers whose jobs were 
threatened by automation. 

Paradoxically, one of the 
ostensible purposes of the new 
scheme Is to attract new 
labour to the docks, where 
there is now a shortage. 

As a result of the strong 
opposition, the JHTA intro- 
duced the levy scheme for a 
six-month trial ending on 
March 31, hoping to negotiate a 
longer term arrangement in 
the Interval. 

So far, the governments of 
Australia, Canada, the US, EC, 
Korea, Hong Kong and Taiwan 
have complained to the Japa- 
nese authorities. They argue 
the levies constitute quasi- 
taxes being charged by an 
unaccountable private sector 
organisation and as such are 
unacceptable. 

According to the Japanese 
Ministry of Transport, the 
levies arise from a purely com- 
mercial agreement between 
private sector companies. 


When one man’s dumping is another’s good price 

US trade officials are caught between domestic producers and importers, writes Peter Montagnon 


I T sbisms nobody involved 
In trade is ever satisfied. 
The recent preliminary 
US Commerce Department 
finding that Asian sweaters 
worth some $l.25bn a year 
were bring dumped in the US 
market produced howls of pro- 
test from both importers, who 
rely on low prices, and domes- 
tic clothing manufacturers, 
who were making protection. 

.The latte r th o u g ht the dump- 
ing marg i n s found by the Com- 
merce Department, which 
ranged up to 36-89 per emit in 
the case of one Taiwanese com- 
pany, were far too low. I mport - 
ers said the prospect of dump- 
ing duties meant they bad 
fallen victim to an arbitrary 
legal process which was 
skewed in favour of domestic 
industry. 

Officials responsible for 
applying US trade remedy laws 
are increasingly caught 
between such vociferous com- 
plaints from consumers and 
demands from business for 
tougher action to be taken 
against a nything fimt 
of unfair trading. 

Consumers have stni some 
way to go, however, before 
they can carry the day. The 
traditional business lobby is 
still dominant and its imprint 
can be seen in the position on 
anti-dumping taken by the US 
in the Uruguay Round erf mul- 
tilateral trade ne&otiatlons. 

No fewer than 64 senators 


wrbte to President George 
Bush earlier this year flaWng 
him sot to weaken the anti- 
dumping and countervailing 
duty laws during the Uruguay 
Round. 

Congress considers that the 
US was too willing to open its 
markets in the previous Tokyo 
Bound in w^nm far rules of 
behaviour which have been 
ineffective because they have 
not been respected by other 
countries, says one Senate 
aide 

It would be hard for the 
Bush A dministration to per- 
suade Congress to support a 
Urug uay Round package which 
watered, down these rules In . 

gr pqg s iy-h flg - dippp m g . 

On the other hand, it is not 
tally the sweaters case that has 
brought out co n tra r y opfafau. 
A dumping suit on ballbear- 
ings lodged last year by the 
Tonington Company of Tor- 
ringtan, Connecticut, prompted 
an outcry from users such as 
Caterpillar and Hewlett Pack- 
ard. They y<w dumping dudes 
on essential Inputs would push 
up their costs make their 
products less comp eti tive. 

More recently, pressure from 
steel users led President Bush 
to renew voluntary import quo- 
tas far only 2 l A years instead 
of t he .f lve years sought by 
industry. 

Meanwhile developing coun- 
tries, such as Mexico, are toov- . 
ing to introduce antf-Awnpiiig 


THE Briror^" t ^ mniiMl<>n has started ^ 
alleged dumping of Korean car radios in the C ommunit y, 
following a complaint bon European manufacturers, writes 
Lucy KhUaway in Brussels. • ‘ _ : “ ’ • 

Imports of Ebb radios from Korea have rjsen from j,7m 
units in 1985 to 5fan in 1988, to read} a vaiie of almost Ecu 
200m (£270m). They were allegedly being &M, at prices wen 
below those in the Korean home market andbefew those 
charged by consumer producers. The E ur ope an pimiufitct ur- 
ers complained that as a result of such Imports thiefe produc- 
tion had stagnated, despite a Community! market tha t is 
growing quickly. EC sales of radios have huaraataif from 
lL9m in 1985 to l&3m in 1988, hi which raiwtiw, share of 
EC prodnccars has fallen from 49 to about 33 per cqqt. 

As a result, European producers, which need to prove that 
they have been damaged to Justify Inmqgtftoai of a duty, 

claim they have had to cut capacity and lay oft W xfo -. The 
downward pressure on prices has resulted In si gnificant ; 


change the location of final 


procedures of their own. Some 
US companies fear they will 
receive a dose of their own 

anH-dmrmtng 1 mteflriwg fa for- 
eign markets. 

The US Association of 
Importers of Textiles and 
Apparel, claimed after the 
sweaters case that US anti- ' 
dumping procedures were 
jp favour of a finding 
that guarantees protection far t 
the domestic industry. 

There is controversy over 
the extent to which the TJS sys- 
tem is actually tilted, but some 
experts maintain that in calcu- 
l ating rinw ip l rw margin a the UR 
uses a formula that puts for- 
eign exporters at a disadvan- 
tage because of the way it 
accounts for their indirect seU- 


ing costs fa the US. Others say 
the US too frequently manipu- 
late^ .the figures by rising con- 
structed prices for calculating 

d umping margins; 

Industries affected by :the 
Tbrxington case argued that it 

yafl unfair fo a p pl y ^ hrmp l p g 

duties to products which were 
not even, m a n u fa ctured in the' 
US just because they were sim- 
ilar to those, where dumping 
had been found. ' 

One school believes thatthe 
US should declare itself willing 
to iron out such problems hi 
the Uruguay Round in return 
-for an i» i e n v M3mvfl aereement 
on rulratlat* can-tie applied to 
prevent circumvention of 
dumping duties, far example, 
by companies who simply 


When recognition is critical. 


it’s black and white. 



Music scores are in black 
and white because recognition is 
easy and instsmtaneous. So far 
eminent readability, text and 
graphics appear in dear black 
and white on Hftachfs HL500 
portable computer’s screen. ' 
That’s because Hitachi’s double- 
layer type black and white STN 
LCDs with CFL* backlighting 
create a beautifullly puie black 
-and whi te «e B efe jwftlrfmpeedabli&. 
contrast. The difference is 
dramatic. And gratifying to 
the eye. . 

Such innovation is one 
result of Hitachi's advanced 
micron-level technology and 
incorporated in the HL500. lt 
assures exceptional clarity for 
text and complex graphics and 
fully supports VGA** software. 
Hitachi computers feature state- 
of-the-art LSIs and VLSIs made 
byHitachi. 



Whatever the product, 
from laptops to super computers, 
from home appliances to Factory 
Automation systems, Hitachi 
has the same philosophy. This 
philosophy goes beyond incor- 
porating over 40,000 patented 
technologies. With the vast 
scope of its expertise; Hitachi 
can design each feature, major, 
and minor, with every other 
feature in ntind. The result is . 
in-depth integration, guarantee- 
ing the special quality which is 
the hallmark of Hitachi. 

* STN - Snpe 4 MBa* N rmaf fc : 

LCD - Uqnkl Crywd Dbpky: 

CFL - Cold Cathode Ftoorcscent Lvnp 
** VGA a VKtoGeqftfcsAxny 


HITACHI 

Httachi tSurope U4. ... . . 


hmbumBi h m fP W on* Cura 
2 CtuMmU Road 
MnamHi. [AAdMWBeOW 
PIK»K 0 D 74 M 9 n 


The US u»»fe dear during 

the .recent investigation Infer 

the- EC's dRUuiVGOtkm rues, 
hy the General Agreement oar 
Tariffs ' and Trade that it 
re^rdswlindes as essential 

However, Mr Eric Qarflnkftl, 
Aagfajp ant Secretary of Com- 
mekot, dismisses the Idea' of a 

- /the US fa mMhing hard fa 
Improve standards,' trasspar- 
eney 'and-.* , due process" in 
antidumping procedures as a. 

mpawjr fyf ffflyrHng ftrir riff 
1 those, countries which have, 
newly adopted this jnafxumBnfc. 
But that dog* not mean chang- 
ing the wgy dumping fa defers 
mlnetiL he says- Tbdfcwe.piu 
system fa not tihed and -that it 
provides a fair agpte&faopptas 
comparison." 

Besides agreement an mea- 
sure? simaT at dealing witfe 
d rea m van tip n. the US is also 
looking to the round for 
increased, deterrents an d the 
■ means of dealing with repeat 
dumping- Asked what it is pre- 
pared to concede in return, he 
replies simply: *1 will not come 
back with a weaker anti-dump- 
ing code.” "• 

The US is now in a stronger 
position iftan the EG to push 
its anti- clr c u M v ention proposal 
in the round because Japan 
has successfully contested the 
latter's scheme in Gatt 

The main differences 


.between the two are t tat thc; 
TfS hnposes dumping duty- on 
parts as they enfas m jMst 
on their way to fined assonMy 
Instead of when thgr Ifift an ; 
assembly plant inside Its. foul- 
tory. ‘ < ■ 

: Balsa says value-a dded oa j;- - 

filtp the Hmnpmg nmiiiry -mind 
' be *amhW lor rircumvBBliujf 

to have occurred. This means 
wage costs in the new location 
are Included iri tis calculatitfa, 
whereas Europe reUesaimpiy-_ 

on content. 


US system, which has teen in 
effect since the begfr rajng ..trf 
lastyear, is Gattcpnalstent.'' 

This might oxpfafa 
XTS does not apparently feel ‘ 
7 that it need* to - make many 
- concessions to win interna- 
tional approval far itoari&cfr- 
cnmvpntzon scheme. Mean- 
while the Bush Administration. 
co yffimieH, for the thne beiag, 
to face pressure at home from 
a business lobb y bro adjy ia 
favour . erf tough anti-dumping 


Mr l£ke Stein, a specialist 
trade lawyer and foanar TTC 
General Counsel* says coun- 
tries committed to open mar- 
kets need- the kind of safety 
yalve which anti-dumping 
actions provide.. “In the 
absence of some mediating 
imy-hanimi that redresses at 
least partially the advantage 
that a dosed market has,;you 
cant keep the game going." 


Unido’s Milan office 
invests $250m In two years 

By Haig Sfanonlan in Mhah 


BARELY two years after 
opening, the Milan office of the 
United Nations Industrial 
Devefaguneat Organisation has 
set up ld.proifectB investing in 
developing countries worth 
some 8250m, according to Mr 
Dniwfng n • jhiMii, Unldo's Sec- . 
retery-GenereL 

Uuido. which effectively 
became an hudepcndent miedal 
UN agency at the end of 1985, 
now has bIm investment pro- 
motion offices fa industrialised 
anntiries, with a .farther two 
privately financed operations 
In Moscow and Peking. 

Their task, normally con- 
dhctedfa cooperation wtthfha 
aid and trade promotion agen- 
cies in the host countries, fa to - 
promote inward investment 
into the. developing world, 
partly by developing feasibility 
studies to assess the viability 
and commercial attractiveness, . 
of.dtOnent projects. 

Italy fa. already 4he higgest 
single^ contributor >to^Unido*s 
$40m “voluntary fund" with a 
817 An payment in 1989, says 


Mr Safaon. The vdnritary fond, 
which covers about 35 pm- cent 
of Unldo's current 8134m oper- 
ational budget fa based an pay- 
ments hy individual member 
states over and above their reg- 
ular contributions, 

. The fact that Italy has been 
a relative latecomer in spur- 
ring Investment projects fa 
another reason behind the 
sharp growth of Unido’s Milan 
activities, according to MrSer- 
gio Zampetti, the unit’s head. 
Only jreceatly has Sace, the 
Italian state insurance, guaran- 
tee agency, added project risk 
evaluation to its country risk 
evaluation activities, he said. 

„ Airing- the 50-plns projects 
in' advance negotiations at 
Unldo's Milan office are three 
ventures in the Philippines, 10 
fa Tndfa and about 90 1 H Latin 
America. 

Nine of the 14 projects so far 
organised from Milan are in 
Argentina, "not normally a 
count r y - in - which investment 
would easily go,” according to 
Mr Salgim. 


Moscow 
shifts its 
Finnish 
purchases 

THE SOVIET. UNION has 
switched a large part of its tra- 
ditional purchases from Fin- 
land to later in the year. appar- 
ently to avoid paying interest 
under a new bilateral pay- 
ments schema , a Foreign Min- 
istry official said, 'heater 
report s from Helsinki. 

Finland and the Soviet 
Union introduced the new 
scheme in 1990, under which 
interest most be paid on accu- 
mulated debt above nhafoP m, 
white any accumulated amount 
above Rbs200m must be paid 
off automatically in hard cur- 
rency. 

Trade figures show Soviet 
purchases in January-March 
were FM2.8bn (8709m) after 
FM4.0bn in January-March 

1989. 

Finland's surplus ofFMLebn 
in the bilateral trade of ‘ Janu- 
ary-March. 1989 had conse- 
quently dropped to around 
FM50Qm in the fast quarter of 

1990. 

Finnish purchases were 
FM2.3bn in this year's first 
quarter after FMSfan In the 
1989 first quarter. 

“Companies say Soviet buy- 
ers dated their purchased for 
later this year. This particu- 
larly concerns paper, as they 
are now buying about 40 per 
cent of it early in the year »nH 
60 per cent late, the reverse of 
the former way," the official 
said. 

*7£ Is a fair assumption the 
Soviet Union has placed orders' 
later in file year to avoid pay- 
ing interest", he added. 
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UK NEWS 


MSF-Rhdne-Pouien c connecaon i p r j v ate companies fear ‘casino’ image of the City of London W C 


UK unions forge 
European links 
in defence sector 


By John Gapper, Labour Editor 


THE MSP general technical 
union is for ming 1ink$ with 
French unions within Rhone- 
PouJeac, the French state* 
owned chemicals company, to 
try to get information about 
company policy it says it has 
been refused in Britain. 

The union says it has unsuc- 
cessfully tried to force the com- 
pany to disclose its intentions 
following its takeover of RTZ 
Chemicals. MSF no w wa nts to 
form links with the CFDT and 
CGT French union confedera- 
tions in Rhdne-Poulenc, 

The move follows attempts 
by unions to set up European- 
wide consultative structure 
within the French defence and 
electronics group Thom- 
son-CSF. British unions are 
keen to take advantage of con- 
sultation provisions in Europe. 

MSF, which represents tech- 
nicians and white-collar staff 
within Rhdne-Poulenc in 
Britain, approached the French 
unions after the company 
refused to consult with it 
nationally following the take- 
over of RTZ Chemicals. 

The union said the company 
instead said that unions at its 
British sites would be con- 
sulted at a local level if jobs 
were likely to he affected by 
restructuring. 

Rhdne-Poulenc also took 
over Rorer Chemicals in the 
US in March to form one of the 
10 largest chemicals companies 
in the wo rid- MSF officials fear 
this could lead to job losses in 
a restructuring. 

The union tried to force 
Rhone-Foulenc to consult with 


its workforce following the 
takeover of RTZ Chemicals 
through industrial tribunal 
claims under 1982 employment 
protection regulations govern- 
ing acquisitions. 

However, the company has 
filed papers at a London indus- 
trial tribunal showing that the 
acquisition of RTZ Chemicals 
was made by share transfer, 
according to MSF. Under the 
1981 regulations, this avoids 
the need to consult with 
employees. 

Mr Peter Skyte, an MSF 
regional official, said the union 
wanted to develop a European 
consultation structure which 
would give British unions the 
same information as the 
French. 

MSF representatives met 
CFDT leaders within Rhdne- 
Poulenc last month to discuss 
their difficulties. The French 
unions fear that restructuring, 
following the Rorer takeover 
could lead to two or three 
European plants being closed. 

The British union is also try- 
ing to lobby European Com- 
missioners to get the loophole 
on the form of company take- 
overs requiring consultation 
closed in a further Commission 
directive on takeovers and 
mergers. 

British unions have become 
increasingly Interested in con- 
sultation with other European 
unions because of fears over 
the impact of employment 
restructuring under the Single 
European Market programme. 

The company said it could 
not comment on M5F*s claims. 


MANY of Britain's 
fast-growing private comp* 
nipR have a negative view or 
the City of London and do not 
plan to seek a Stock Market 
listing, according to a survey* 
published today, writes 
Charles Batchelor. 

Three in five of private com- 
panies surveyed said the City 
placed more importance on 

taking short- term profits t han 
achieving long-term growth 


and that companies lost their 
entrepreneurial spirit when 
they went public. 

A further seven out of 10 
said toe typical City investor 
had never been in s i de a fac- 
tory. 

The survey, carried out by 
MORI for Parnell Ben: Fors- 
ter, an accountancy and con- 
sultancy flnn, covered 200 
companies with turnover of 
25m to £75m «nri profit growth 


of at least 20 per cent a year. 

Mr Claude Brown, PanneQ 
Hm i rm an, arid: “It 8 WB the 
majority of high-turnover and 
fast-growing companies do not 
look to toe City tor financial 
help and advice. This poses a 
real challenge for professional 
investors «"d the City should 
now to woo these compa- 
nies and create a better Image 
for itself.” 

Only one in 20 of toe compa- 


nies surveys! said they 
wanted a public flotation. 
Three in five of chief execu- 
tives and managers questioned 
said they - intended keeping- 
their company private; oh ft in 
six said they would sell toe 
company p r ivate ; and almost 
one. in 10 said they would 
bequeath it to someone^ 

Many executives questioned 
said they ware concerned ft at 
they would lose the control. 


flexibility and ind epende nce, 
th ey had as private c omp a nies. 
Thre e out of five described toe 
City as a “casino" which took 
no acpuut. of a company’s true 
value.- . .. 

A quarter of respondents 
wanting flotation said .they 
were concerned that toe atti- 
tudes of their customers and 
suunUeis could change unfa- , 
voarahfy as a result of -going 
public. 


- The executives' view of. ti» 
City investor was . of someone 
who was public-school edu- 


i 


add hard-working but who 
was also snobbish, overpaid, 
with low. integrity and who 
bad never been in a factory. 

* Private Companies in the 
1990s. ParmeU Kerr Forster, 
Neu> Carden Bouse. 78 Hatton 
Garden, London BC1N 8JA. 






Chatham House 
appeal launched 
by Carrington 

By Robert Mauthner, 
Diplomatic Correspondent 


Path ‘cleared’ for 
further talks on 
Northern Ireland 


Visa challenges 
court ruling 
on credit cards 


POWER PRIVATISATION 


LORD Carrington, a 
co-Presldent of the Royal Insti- 
tute of International Affairs, 
yesterday launched an appeal 
for a minimum of £2.5m to 
help finance the institute's 
greatly expanded activities 
and to enable it to maintain its 
position as one of Europe’s 
leading foreign affairs 
research establishments. 

Chatham House’s 70th Anni- 
versary Appeal Will be comple- 
mented by a farther fund-rais- 
ing effort in the DS which, it Is 
hoped, will bring in an addi- 
tional V-i-Siw. If successful, the 
two appeals would double the 
Institute's present portfolio of 
nearly 24m. 

Lord Carrington told an 
audience of some 150 represen- 
tatives of British business 
organisations that people now 
lived in a “knowledge-based” 
society in which information 
was the currency of power, but 
only if it was interpreted cor- 
rectly and used wisely. 

Admiral James Eberle, the 
outgoing Director of Chatham 
Honse, said the Institute's 
in-house research staff had 
increased from only 12 in 1980 
to 35 today. 


By Ralph Afldns 


A GOVERNMENT reassurance 
that the 1985 Anglo-Irish agree- 
ment could be reconsidered 


was yesterday thought to have 
cleared the way for further 
talks about Northern Ireland’s 
political future. 

Mr James Molyneaux and 
the Rev Ian Paisley, leaders of 
the Official Unionists Dem- 
ocratic Unionists respectively, 
are expected to meet Mir Peter 
Brooke, Northern Ireland Sec- 
retary, shortly - possibly 
within a week. 

The meeting would continue 
a series of talks Mr Brooke has 
initiated between leaders of 
Northern Ireland's constitu- 
tional parties about possible 
forms of devolved gov ern ment 
in the province. 

In Dublin yesterday, Mr 
Charles Haughey, the Irish 
Prime Minister, ruled out sus- 
pension of the Anglo-Irish 
agreement as an incentive to 
Ulster Unionists to start *aik« 
with the British Government. 
But he - n-nd^rirnwri his willing- 
ness to be as helpful as possi- 
ble “in the interest of securing 
progress.” 


Last week Mr Brooke's 
efforts appeared to have stalled 
when the Unionist leaders 
insisted that before farther 
talks were held he should set 
out explicitly how the Govern- 
ment would meet their pre-con- 
ditions 

But Mr Molyneaux and Mr 
Paisley appear satisfied with a 
letter Mr Brooke sent them last 
week in which he said that in 
discussions about alternative 
forms of Government “we 
would give serious consider- 
ation to any im pHwrfyung for 
the agreement which such 
arrangements wright have." 

The Unionists have also 
called for the. suspension of 
both the regular conferences 
between British and Irish min- 
isters and the joint secretariat 
set up under the agreement. 

However Unionist sources 
yesterday indicated that Mr 
Brooke's letter offered suffi- 
cient assurance to omk» fratka 
worthwhile. Another mating 
would give unionists leaders 
an opportunity to “tease out” 
his position on their other 
demands, they 



Shareholders may be hit by Porton accounting change 


By Pater Marsh 


PORTON International, a 
private pharmaceuticals com- 
pany backed by investment of 
£76m. has changed its account- 
ing policy in a move which 
may reduce dividend payments 
to shareholders. 

Mr Wensley Haydon-Baillie, 
Porton’s chairman, who owns 
roughly a third of the shares. 


is likely as a result to receive pany has stopped capitalising 
this year a dividend substan- research and development 


of roughly £500,000 he has 
gained over the past three 
years. 

The company’s accounts for 
1989. due to be released to 
shareholders in the next few 
weeks, will show that the corn- 


will treat the spending as a 
loss to be deducted from profit. 

The capitalising of this 
spending, which hay been Par- 
ton's practice until now, is con- 
sidered iinngnai ]q the drugs 
industry. It has had the effect 


of making the company show a 
relatively large pretax profit, . 
out of which dividend payr 
TiK»nta have been maria. 

Mr Haydon-Baillie started 
Porton in 1982. Porton’s other 
shareholders, which have pro- 
vided the investment funding, 
include large ffnanrial institu- 
tions such as Legal & General, 


Sun Affiance and thy pwwrifm 
funds of National Westminster 


ish Telecom. 

Mr John Burke, chief operat- 
ing officer of Porton, said yes- 
terday the company had 
decided to change toe account- 
ing policy as it moved into a 
new phase of development. 


By David Barchard 
VISA INTERNATIONAL, the 
credit and debit-card pay ment, 
system, yesterday launched a 
controversial High Court' 
action against toe Department 
of Trade and Industry, chal- 
lenging recent Government 
moves to reform the credit 
card industry. . ■“ 

Visa is 'asking Mr Justice 
Hodgson to declare that a-. 

n»r« m t ripftrin n hv Mr WUrfmlaB 

Ridley, the Trade and In dustry 
Sec reta ry, allowing ratafias to 
charge customers a lower 
price if they pay by cash 1 
rather than credit card, is 
void. 

The High Coart is ateo heing 
asked to block Government 
attempts to make Visa alter its 
rules »*»ri allow aS its member 
banks to sign up retailers far 
credit card services. 

At present a bank can oily 
sign up retailers for Visa If it 
has already issued a specified 
lard of credit cards. 

The ■ rule created - serious ; 
problems for National West- 
minster »wri Binh, 

both of which were temporar- 
ily delayed by the restriction 
from . offering combined 
MasterCard and Visa retailer 
services after they joined Visa 
last year. 

If Visa's application suc- 
ceeds, ft win bare overturned 

thy tWO mntw wwMnn wiJa. 

tions of the Monopoly AMerg- 
ers Commission Report on 
credit cards, published last 
August. 

In March tiie DTI said that it 
was pleas ing ahead with statu- 
tory orders to achieve the 
changes in the UK credit cud 
market rather titan a vdlim- 
taiy system operated by banks 
and credit card organiaatiom^. 
because it feared that Visa’s 
High Court application would 
lead to a salons delay. 


Pollution and costs 
prompt gas-burner 
plan for coal station 


By Maurica Samuetson 

POWERGEN, which is 
planning a. ^h«iw of ga&fired 
power stations. Is considering 
spending £175m on adding 
large-scale gas burners to one 
of its biggest coal-fired power 
stations in order to cut fuel 

The scheme, known as a 
"topping cycle”, is tinder 
review at the 2fi00 MegaWatt 
statical at Cottam, in North 
Nottinghamshire, in the 
English midlands, which cur- 
rently uses coal from collieries 
manned by members of. the 
Union of Democratic Mine- 
workers. 

The aim, says the newly pri- 
vatised generating . company, 
would be to reduce the sta- 
tion's running costs, extend its 
life -and reduce toe overall 
amount of pollution caused by 
PowerGen’8 coal fired power 
stations. 

The equivalent of bonding a 
large new gas. fired statical, it 
would involve construction of 
four 15QMW gas turbines to be 
fuelled with gas from the 
North Sea. The .exhaust heat 
from these turbines would 
boost each of the station’s 
500MW coal-fir ed generating 

to 44 per cent 

Mr Ed Wallis, PowarGen's . 
chief executive, said yesterday 
that the 'company would 
in the mfckffe of the summer 
on whether to proceed with the 
scheme. 

It was part of PowerGen's 
commitment "to become, and 
than remain, the lowest cost 
producer of electricity In the 


UK”. Cottam had been chosen 
because it could not easily 
receive cheaper imported coal 
and therefore risked being 
priced out of the market when 
coal imports began expanding 
later in the decade. 

But Cottam could easily be 
supplied, with gas from Kil- 
Hn gnohne, on South Humber- 
side, where PowerGen plans to 
build a 900MW all-gas power 
station, fuelled from the Pick- 
erill field in the southern 

North Sea.^ 

Without gas-firing or 
imported coal, said Mr Wallis, 
Cottam might eventually bear 


the highest running costs 
among PowerGen’s five big 
coal fired stations, spelling its 
end as an outlet for coal from 
nearby coalfields. -But . the gas 
option could give Cottam “a 
competitive edge and help to 
keep some UDM miners’ Jobs”. 

National Power, the rival 
generating company, is also a 

statioiM^faif 3 ^^ 1 ^^ favour 
the “topping cycle” route. 

The go-ahead at Cottam 
depends on the outcome of a 
£300,000 feasibility study being 
carried out by NEI-ABB, the 
company recently formed by 
Rafis Royce and Asea Brown 
Boveri to address the UK -gas 
turbine wmriwtL 

ABB is one of the world’s 
biggest suppliers of combus- 
tion. equipment. NEI built 
many of Britain's conventional 
coal-fired power stations, 
including Cottam. The Cottam 
project, is the first of its kind 
in Britain, but resembles 
schemes in West Germany. 
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Financial markets retain local election gains 

Major claims first sign of 
success for interest policy 


UK NEWS 


■TS? 


Bjf Andrew Marshall and John Anthers 

This UK economy Is starting to — 

respond to high Interest rates, UK retail sales - 
Mr John Major, the flhanrgnp r — — 
of the Exchequer said Tester- Volume 1985-100 
ray. as new figures showed a 125 
slowdown in the consume r 
credit boom. . 

Mr Major, speaking on BBC 124 
radio held out no hope of an 

eaziy cot in rates. He also said 123 
that the effect of the commu- 
nity charge, the new local tax. 122 
and the rise in excise duties in 

the Budget would together add in 

1-5 percentage points to the 
annual percentage rise in «*» 

Retail Prices Index for April, to 120 
be released on Friday. 

Some forecasters are expect- 119 

log that the annual rate of 

inflation win come in above 10 
Per cent by comparison with pected bon 
the March figure of 8.1 per stagnant 
cent. growth. 

Mr Majm- said that aTthnwg*. 
inflation would re main high down in 
for some time to come, he h el i wri Lon 
believed that the UK economy kets retai 
was slowing. “I think the pal- made oh 1 



Consigner credit 

fimSfion 

500 

400 

«m 1 M U I. wwiA-wAvi.vJn 


icy mix is tough enough and is 
working. I do not thtokthere is 
any doubt if yon talk to busi- 
nessmen, retailers or mortgage 
holders, that the impact of 
monetary policy is beginning 
to work in squeezing down 
demand.” 

This view seemed to be sup- 
ported by figures showing that 
a sharp do w n tur n in retail 
sales In April after an tmex- 

GUINNESS TRIAL 


pected bounce in March, and 
stagnant consumer credit 
growth. 

Emerging evidence of a slow- 
down in domestic demand : 
hripwi London 's financial mar- 
kets retain the gains they 
made oh Friday, when local 
election,- results showed the 
Conservative Party stronger 
than ex p ecte d . The JT-SE 100- 
share index closed. 1&8 higher 
at 2482.0, although this was 
below the day's highs. 

There was some profitiaking 
in the gifts market, hot at the 
end of the day prices were vir- 
tually unchanged from a 


nearly a 


The pound 


cant stronger against the dol- 
lar, though it fell against the 
D-Mark. Mr Michael Saunders, 
of Midland Montagu, “It's 
stSl just a follow-through from 
the local elections. One of the 
biggest uncertainties was the 
uncertainty about Mrs 
Tha t ch er. The near-term uncer- 
tainty has now been removed.” 

Despite Mr Major's opti- 
mism, some analysts still tear 
that rising wage demands 
could extend the period of 
inflation. Mr Peter Spencer of 
Shearson r^hman Hutton. «h 
that unless there was a sharp 
raITap m» in rtemanri , “J can't see 
any force on earth that will 
bring wage settlements down.** 


Alcohol 
ban urged 
for Italy 
World Cup 

By John Wyles in Rome 

MR COLIN Moyuahan, 
Britain's Minister for Sport, 
yesterday the mantle 

of a temperance preacher in 
his attempt to persuade the 
Italian authorities to include a 
ban on alcohol sales in the 
defensive armoury they are 
preparing B F° ln ** outbreaks of 
hooliganism among British 
soccer fans at next month’s 
World Cop. 

Although the Italians are 
among Europe’s leading con* 
Burners of alcohol, public 
drunkenness is deemed 
socially unacceptable and they 
are genuinely puzzled by the 
English weakness for such 
behaviour. 

When Mr Moynahan yester- 
day urged Mr Carlo Tognoll, 
his I talian counterpart, to ban 
alcohol sales on the terries 
which will take an estimated 
5,000 gw gWuh tens from Gama 
to Cagliari, and around the 
ground in the Sardinian capi- 
tal whan the English team is 
playing Its opening rounds, he 
met with polite concern and a 
request that he should take up 
the matter with the relevant 
local authorities. "It Is a mat- 
tor of major importance that 
there shoald be restrictions on 
alcohol sales and it would be a 
very serious mistake ter it to 
be sold on the terries travel- 
ling for 12 or 13 hours to Cag- 
liari,* the ministar. 


BRITAIN IN 
BRIEF 



Saunders ‘persuaded’ to agree £3m fees 


By Raymond Hughes, Law Courts Correspondent 

MR ERNEST Saunders told ness director. 

Department of Trade and Pressed by Mr David Donald- 
Industry inspectors Snvestlga- son, QC, one of the inspectors, 
dug Guinness how he had been Mr Saunders 'conceded that, 
“persuaded* by colleagues to with biTiHrfght, the fees had 
agree to £3m fees being paid to probably been too large. But, 
City stockbroker Mr Anthony he said, "we were talking 
Paines and Sir Jack Lyons, the about success fees American 
millionaire financier, the jury style” following Guinness’s 
at Southwark Crown Court successful bid for Distillers, 
heard yesterday. 

Urn persuasion, the termer Tr anscri pts of Mr Saunders* 
Guinness chairman and chief interview s with the inspectors 
executive told the inspectors, axe being read at the trial in 
had come from Mr Olivier which he, Mr Fames, Sir Jack 
Roux, then Guinness's director Lyons and Mr Gerald Ramson, 
Of frnWriRft , and US attmrwy Mr rhaffrman of the Heron group, 
Thomas Ward, another Girin- deny charges arising from an 


allegedly unlawful share sup- 
port operation mounted by 
Guinness dming the bid. 

Interviewed in February, 
1987, Mr Saunders readied a 
discussion with Mr Roux and 
Mr Ward when he had been 
persuaded that Mr Fames and 

Sir Jm* clwnld ganfi be 

By “persuaded* Mr Saun- 
ders mean he bad tw»n reluc- 
tant ? asked Mr Donaldson. 

Mr Saunders replied that 
Guinness had just won a very 
large bid, “Roux particularly 
felt Faroes and Sir Jack had 
provided extremely valuable 


services to him- Ward seemed 
to agree. We were talking 
about success tees American- 
style. What I would say was I 
did not dissent.* 

Mr Donaldson: “You were a 
senior director of this com- 
pany, did you not term your 
own view about whether it was 
proper to <pw»d dm of Guin- 
ness shareholders’ money pay- 
ing Mr Panics ?** 

Mr Saunders said he had 
been persuaded that Mr Faroes 
had provided exceptionally 
dedicated services to Mr Roux. 

The trial wintinuff; today. 


TUC joins 
call for 
Sarmcol to 
settle strike 


Mr Norman Willis, the general 
secretary of the Trades Union 
Congress, of Britain, yesterday 
added his voi ce to the 
campaign for BTR. the 
UK-based industrial 
conglomerate, to settle a 
long-running labour dispute 
in South Africa write Diane 
Summers and David Owen. 

Mr Willis, who has a 
long-standing interest in the 
Sarmcol case, appealed on 
“moral and c ommer cial 
grounds* for the company to 
-modernise Its a ppro ac h*. 

More than 900 workers at BTR 
Sarmcol in Howlck, Natal, 
were sacked in March 1985 
following a strike for union 
recognition. 

BTR’s annual general 
meeting; scheduled for 
tom or ro w, will see vigorous 
questioning of policies in 
South Africa by trade 
unionists with token 
shareholdings in the company. 

The metalworkers’ union, 
which Is still in dispute with 
tire company five years later, 
claims that 139 lives have been 
lost since the strike began. 


Surge in orders 
for turbines 

A surge in North Sea oilfield 
developments has resulted in 
some of the biggest orders for 
offshore gas turbines ever seen 
in the UK. 

Cooper Rolls and Huston 
Gas Turbines, the two 
principal turbine suppliers for 
the North Sea, yesterday 
announced a total of £75m in 
gas turbine orders for 
generating sets and gas 
co mpr essors. 

British Petroleum has made 
what ft says it the largest 


single order for gas turbines 
ever placed for the North Sea 
with a £35m purchase from 
Cooper Rolls, the US-UK joint 
venture which is the biggest 
offshore turbine supplier 
worldwide. 

Cooper Rolls said that it now 

has 600 megawatts of turbine 
gener ating capacity on order 
for offshore use. About half 
of this is for the North Sea. 

Smooth switch 
to new codes 

British Telecom said yesterday 
that London's first day of 

business with its new 

telephone codes passed off 
smoothly. 

London's 01 code was 
replaced last Sunday by an 
071 code for the central area 
and 081 for outer districts 
because the city was in danger 
of running out of telephone 
numbers. 

Callers from Paris who 
dialled the wrong London 
number, heard a recorded 
announcement in French 
giving th em the correct code. 
Callers from Frankfurt and 
Tokyo heard a message In 
English, as well as in German 
or Japanese. BT said it had 
ar r ang ed for most foreign 
callers to receive a recorded 
message. 


Team leaves 
Salomon 

A team has parted amicably 
with the London office of 
Salo m on Brothers In order to 
set up an independent 
corporate finance boutique 
called Johnston Associates. 

The team will provide broad 
European services with 
particular emphasis on 
Spanish-related investment 
banking advice. It is led by 
Mr Donald Johnston, head of 
one of five merger and 
acquisition divisions at 
Salomon in London, who is 
taking Mr Sekhar Bahadur, 

Mr Antonio Rodriguez-Pina 
and Mr John Gibbons with 
him. Also recruited was Mr 
Antonio Bonchristiano from 
Salomon Brothers in New 
York. 

Increase in TV 
production 

Toshiba, the Japanese 
electronics group, is to 
increase colour television 
production at its Plymouth 
factory from 500.000 to 600,000 
sets a year. The increase will 
generate 90 new jobs. 

The Toshiba announcement 
is part of a pattern of 
increased Japanese investment 







US Vice-President Dan Quayle yesterday paid tribute to 
the “special relationship** between Britain and the United 
States when he visited British Prime Minister, Margaret 
Thatcher at Downing Street. During a short address out- 
side No.10, Mr Quayle said “There is no substitute for 
Nato. There is no substitute for peace and freedom** 


in Britain's television 
Industry. Sony announced lost 
year that it would increase 
production of cathode ray 
tubes at its plant in Bridgend 
from 700,000 to im a year. 

Approval for 
gas field 

The British Government 

yesterday authorised the the 
£20Gm development of the 
Pickerill gas field in the 
southern North Sea. 

The field’s 60&bn cubic feet 
of reserves, with a life of 18 
vears. will be developed and 
operated bv Arco. The gas will 
help to fuel the 900 MegaWatt 
combined cycle gas turbine 
power station to be built at 
KUIinghoime, South 
Humberside, by PoworGen, 
a successor of the Central 
Electricity Generating Board. 

Prince launches 
agency in East 

A programme to encourage 
private enterprise and small 
firms in Hungary was 
launched yesterday by the 
Prince of Wales who is on the 
first official visit to a Warsaw 
Pact country by a member of 
the British royal family. 

The agency to advise on the 
setting up businesses is to be 
based at ihe factory of 
Ganz-Unslet. the largest 
British joint venture in 
Hungary’. 

Mr George Soros, the 

Hungarian- American 
financier, offered $250,000 to 
provide a quarter of the costs 
of such schemes. Both he and 
Prince Charles, assumed that 
the British Government 
“know-how fund” of £5m a 
year would provide similar 
matching funds. 


Nuclear plant 
shuts early 

A sodium leak from the 
secondary cooling circuit of 
the prototype fast reactor at 
Dounrcay, Caithness , Northern 
Scotland, shut the plant ahead 
at its routine summer 
shutdown. Sodium in the 
secondary circuit is not 
radioactive. The leak, from 
a cracked weld in a heat 
exchanger, occurred on April 
25 and was reported to the 
government’s nuclear 
inspectors and the UK Atomic 
Energy Authority workforce 
at Dounreay. 
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Management decisions made today 
determine the fate of the company 
in years, or even decades 
to come. Future success 
or failure depends on 
the quality of the 
strategy and the 
vision of those who 
formed it 

This is particularly 
important in mar- 
kets that are rapidly 
evolving, of which 
Europe is now a 
classic example. The 
challenges and oppor- 
tunities offered by 

Firmly profitable - 
only two years after inception. 

the development of the European 
Community and the opening up of 
Eastern Europe are enormous, and 
must be exploited fast 
Austria's state-owned industries 
were quick to realise this and swiftly 
embarked on a major re-structuring 
that is now successfully completed. 
Austrian Industries, in its new form, 
is already making its mark on the 
markets of the future as a strong, 
efficient and modern group of 
companies. 

So if you find yourself hearing more 
and more about us in the future, it 
will be a direct result of the major 
decisions we took years ago - the 
ones we are telling you about today. 



AUSTRIAN INDUSTRIES. 


VOESTALPINE STAHL AMAG OMV Chemie Holding 
Maschinen- und Anlagenbau Holding Elektro- und Elektronik-lndustrieholding 

Austrian Industries AG, A-1015 Vienna, P.O. Box 99 
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TECHNOLOGY 


The clean 
life for 
blood 


F or an accident victim, a 
timely blood transfusion 
could save a life. Yet 
purging viruses from donated 
blood Is still an impossible 
task. Blood banks commonly 
throw away tainted blood. 

But an experimental technol- 
ogy for treating cancer could 
rescue the thousands of p ints 
wasted every year. QuadraLo- 
gics, a biotechnology firm 
based in British Columbia, is 


cleansing blood using photo- 
dynamic therapy - the “fourth 
alternative" to surgery, radia- 
tion and chemotherapy. 

The treatment reties on 
infra-red light switching on 

3 ihotosensi risers". These are 
ght-sensitive compounds 
which absorb energy when an 
infra-red beam of a particular 
wavelength shines on them. 
They then emit a toxic form of 
oxygen called "singlet” oxygen 
which Trills cancerous rails. 

The basic principle works in 
a similar way for cleaning up 
blood. Collection technicians 
usually spin donated blood at 
high speeds, separating it into 
red blood cells, watery serum 
and platelets. Each component 
goes into separate bags. 

Under photodynamic treat- 
ment each bag would contain a 
small amount of QuadraLo- 
gics’s photosensitising drug, 
benzoporphyrin derivative 
(BPD). An infra-red light would 
bathe the bags, either hung up 
or lying on a conveyer belt, 
triggering the drug which 
emits the lethal molecules of 
oxygen and wris the virus. 

Hie key to the technique's 
success lies in the drug’s affin- 
ity for viruses. It tends not to 
collect in healthy cells. So 
although the blood parts also 
absorb light they contain no 
BPD «nfl remain imriamag pri 
The long list of viruses lurk- 
ing in blood Includes AIDS, 
hepatitis, syphilis and cancer- 
causing HTLV-1 virus. David 
Dolphin, head of the project, 
says preliminary work shows 
that "we can reduce the num- 
ber of viruses lm tunes.” But 
he warns: "We can never rfai™ 
that our technology will eradi- 
cate these viruses completely." 

Baxter Healthcare Corpora- 
tion of the US is sharing devel- 
opment costs with QuadraLo- 
gics in exchange for exclusive 
marketing rights. 


B ack in 1973 the Chicago 
Mercantile Exchange 
launched futures con- 
tracts on firamcfr! products in 
a move that reshaped the US 
capital markets. Today new 
technology Is bringing futures 
to some of the world's less 
developed financial markets as 
a whole range of countries 
hope to join in the black box 
revolution. 

Futures contracts are traded 
on anything from -hogs and 
orange juice to Swiss francs 
and Treasury bonds. They are 
agreements to buy or sell a 
specified amount of a specific 
commodity at a date in the 
fixture. The fast-moving mar- 
kets are renowned for high 
returns and high risk, but they 
have become an indispensable 
tool for institutions to hedge 
their cash investments. 

For *Wa reason, many coun- 
tries with developing capital 
markets are eager to move into 
the area of derivatives. Futures 
have traditionally been bought 
and sold in squashed trading 
floors where each broker acts 
as his own auctioneer yeffing 
out bids and afters which he 
backs up with a flurry of hand 
gesticulations. New technology 
is moving all this on screen. 

ft Is much cheaper to set up 
a screen trading system than it 
is to equip a trading floor and 
train brokers. Derivatives, 
therefore, can reach the Jesa-ea- 
fyhiighori markets more easily. 
Mexico and Korea are both 
considering a futures market- 
place and Belgium i s plann ing 
to set up a screen system by 
next year. 

The march a£ screen trading 
has been the cause of much 
contr o v ersy in Chicago - the 
birthplace of futures trading 
which still leads the world in 
volume - where independent 
traders tear they will become 
obsolete as screens provide 
users with a direct route to 
their p artn e rs . But in 

many countries with no estab- 
lished system of open outcry 
fixtures trading; screens have 
been used to start a new 
exchange. 

When the New Zealand 
Futures Exchange started up 
in January 1985 it was one of 
the world’s first wholly auto- 
mated derivatives exchanges 
trading contracts such as bond 
and wool futures. The 
exchange got off to a modest 
start by trading several thou- 
sand tots a day. ft has dnm 


Deborah Hargreaves examines the latest automated 
systems to arrive on the world’s futures exchanges 


Screen trading 


sweeps the floor 


grown into a market for purely 
financial products with a vol- 
ume of more than 40,000 con- 
tracts a month 
Screen trading proved the 
answer to New Zealand’s spe- 
cific problems in that its users 
are spread across the country 


Stephanie Yanchinsld 


and there could be no agree- 
ment on a location for an 
exchange. Hie trading sy st e m 
fax place in New Zealand was 
developed by London’s Interna- 
tional Commodities Clearing 
House (ICCH), which has a 
long-established relationship 
with the derivatives markets 
through its clearing function. 

The ICCH has since devel- 
oped a successor for New Zea- 
land’s system, ottering a more 
customised trading arena 
which can be tailored for indi- 
vidual exchanges. This system, 
ATS/2 (Automated Trading 
System), was installed at Dub- 
lin’s International Futures and 
Options mmhawg«» in May last 
year and for trading in white 
sugar futures at London’s 
Futures and Options 
(Fox) in June. 

London’s automated white 
sugar contract was launched 
three years ago in direct com- 
petition with a similar product 
traded in Paris, a market 
which is not automated. Lon- 
don has developed into the 
busier market, proving that 
screen trading can compete 
successfully with more tradi- 
tional ftwwiM of tending 

The Fox exchange is a 
hybrid futures market where 
sugar is traded cm screen and 
other products as c"*** 
and cocoa still change hands 
by tiie time-honoured mpt fapd 
Of open outcry. Marie BlimitoH 
Fox chief ex ec u tive, believes 
the two ways of trading can 

Hrniplwtw nl am-Ti n thw "W hite 

the floor is a s u perb way ter 
filling large orders, electronic 
trading is a cost-effective 
vehicle for i m mrii fa p new con- 
tracts to gauge their success.” 

FOX is planning tO hmnch 
fixtures on rubber and a metals 
Index in the next tew nwntha, 
both an screen. Rinwtte fl does 
sot rule out moving these con- ' 
tracts to the trading floor if 
they become successful 

White sugar teaiiwa at Fur 
have worked closely with the 
ICCH over the past three years 
to modify their sys t em to fit 
mote closely with the traders’ 
needs. But they are hkely soon 
to switch over to a rival sya- 


n 
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Travelling in space. 
Where distance is dose. 
Where continents, peo- 
ple and ideas come 
together. 

Travelling in the space 
of imagination. 

In the space of the 
future. 

With the airline from the 
country that made tra- 
velling fashionable. 
Through infinite space 
that for this moment 
belongs to us. 






FlYlie THE WORLD 
YOUR WAY 










tom, Fast, which has been 
developed at Fox and takes 
ATS a step Anther. 

In the highly competitive 
market ter suppliers of screen 
trading systems, traders and 
exchanges mu shop around for 
the most up-todate technology. 
John Payne, head of the sugar 
committee at Fox, says traders 
started to look around at rival 
s ys te ms when ATS went 
through a troublesome period 
of performance last au t u mn. 

When the ATS system goes 
down, trading tax white sugar 
futures continues over the tele- 
phone. This happened quite 
often itnring one of the ATS’s 
develop ment phases last Octo- 
ber. A system’s propensity to 
foil is an unresolved nightmare 
for its developers since it can 


ft 



often be caused by drcian- 
stances beyond their confroL 
Neverthetess, ATS’s difficul- 
ties gave tiie exchange a desire 
to pursue its own screen sys- 
tem. Fast is the result — bas ed 
on an after-hours trading sys- 
tem in place at tiie Sy dney 
Futures Exchange. White it is a 
third cheaper to run than ATS. 
the new system has appealed, 
to traders’ fascination with 
gimmicks by providing a 
screen that ran chang e colour 
to suit f pntar 
The technology behind most 
electronic trading systems does 
not vary much between devel- 
opers, but screen presentation 
has been a way at differentiat- 
ing a product Fox’s new sys- 
tem provides bright blocks of 
colour with which traders can 


hi gh Tig ht each function they 
use. Other systems are 
equipped with even brighter 
graphics which try to repro- 
duce on screen the dynamics of 
open outcry futures trading. 

This is what the London 
International Financial 
Futures Exchange has done 
with its Automated Pit Trading 
system, which it uses to extend 
its floor hours. APT uses tarns 
to represent traders and relies 
on a certain amount of trading 
skfllto use. 

Screen presen t a ti on to turn- 
ing oat to be a Mg sticking 
point in talks between Chica- 
go’s major futures exchanges 

— the cmr and the CMrag n 
Board of Trade - on combin- 
ing their two screen marke ts. 
(Sober, which is being derveL 
oped by the CME and Reuters 
and which the exchange is 
poshing as an industry bench- 
mark, provides straightforward 
order-matching while the - 
CBOT has bowed to pressure 

frnrp fty tnite pgrutent t raitor * to 

apt far a system which relies 
cm trading skins to use. 

fix the aid, John Hull, execu- 
tive vice president at Reuters 
fax the US, believes the com- 
pany will supply two types of 
scree n for of 

trader. These will include 
sp readsheet screens for large 
brokers - along the lines of 
Gtobex’s planned presentation 

— accompanied, by more visual 
screens for individual traders. 

The ICCH says ft will tafler 
Its screens to tiie way traders 
want them, ft has been work- 
ing closely with traders at the , 
New York Mercantile 
fer h nngp on the development 
of an electronic system for 
trading during the night and is 
awaiting the exchange's ver- 
dict on the pilot project 

Screen trading to vet to be 
tested In an extremely busy 
and rapidly-moving market, 
which to why some of Chica- 
go's traders are so dubious. 
Electronic trading will not he 
able to respond to orders as 
quickly as individuals on a 
trading floor, they say. Payne, 
who trades white sugar on 
screen, agrees: “A tow volume 
market is very suitable for 
screen trading, but for high 
volume 1 have very mixed 
views. I don’t think we’re 
ready to pot any of Fax’s other 
contracts an screen.” 

However, screen trading is 
proving attractive for 
exchanges which want to 
■nt te nd their teiHwy hours or 
as a cheap way to gauge the 
int erest for newly launched 
contracts. At the «mw thne, it 
is being used by new 
exchanges to get off to a start 
and to link tbrir often diverse 
market users. 


Closer look at 


TV graphics 


C ompu te r graphics engi- 
neers at Channel 4 
News had a small prob- 
lem with the state of the art 
wiMm hff equipment that vnss 
used to re-launch the news 
p r og r a mme last week. 

In trial runs, the graphics, 
which imlTnate television pic- 
tures hi real rime and in three 
dfanenstans, gave famous peo- 
ple, such as President Bush 
and Mikhail Gorbachev, a 
third eye by distorting their 
features for dramatic affect. 

Television news to not noted 
for distorted images, but the 
engineers deliberately set out 
to distort the topical opening 
ttqnace to make it more eye 
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The idea was to use a com- 
puter-generated image of a 
kmg magnifying glass, to pass 
light diagonally over deliber- 
ately darkened opening pic- 
tures. 

The effect was eye catching 
hut the initial computer 
attempts created the Bhutan 
of additional eyes as it passed 
over famous faces, a problem 

that was overcame by the time 

the first broadcast was aired. 

The image of the tang mag- 
nifying glass passing over the 
opening pictures was created 
fay Channel 4 engineers using 
com puter graphics terminals, 
known as Harry, made by 
Qoantel of Newbury. 

The equipment permits real 
time emanation of designs an 
video disc for up to two min- 
utes of a ri ina H nn Any shape. 
Including those an video film, 
can be made to move, as Harry 
can be programmed to ran 
modifications to pictures In 
sequence to create a moving' 
image on top of a piece of 
news film. 

TUs allowed the engi neea * 
to subtly distort and tighten 
parts of the opening picture, in 
sequence, to make it look as 

rtwagli an fflnmhuiHng p°gwj- 

fying glass was passing over 
the news flbx pictures. 

The process is time consum- 
ing, requirin g about 45 min- 
utes to complete the title 
sequence for Cfaamui 4 News, 
aMumg ti g abort dip of flhn 
can be processed and animated 
ftn 8D in about 10 minutes, 
where tiie rest of a title 
sequence has been prepared in 
ad v an ce. 

UN wns the first television 
n ews room in the UK to use 


computer graphics, in 1988 . 
The work was based on XTN’s 
own VT80 computer graphics 
equipment, based on a Digital 
Equipment Company Bfforovax 
n computer. The VT80 was 
derived from the earlier VT30, 
which was used first to pro- 
vide computer graphics for the 
tatevbdkm coverage off the 1974 
UK general election. 

Harry enables the engineers 
to manipulate in real time 
action pictures in a computer 
s imulation of three dimen- 
sions. Harry is to be used with 
the VT80 computer 

graphics equipment which also 
offers animation and with the 
Quantel Paint Box computer 
graphics equipment used for 
the generation of still graphics 
and pictures in two dimen- 
sions. Paint Box is a multi-col- 
our electronic painting sys- 
tem. The stift.jnctores can be 
incorporated into the ani- 
mated sequences generated by 
VT8 and Harry. 

Rlehard Tait, editor of Chan- 
nel Four News, says the ability 
to use SB an i ma ted g raphics hi 
real time superimposed on 
news film will not result in 

»l > a ny« In ffHtorlal jiri pnai td 

about news or the content of 
the news programme. "The 
technology wSfmake us more 
picture conscious and we will 
look for stronger pictures," be 
Bays. 

“But we have the graphics 
power to make things more 
dramatic for the viewer than 
they were' before. A sudden 
coup in Libya, for example, 
where there might be no pic- 
tures, could lead us. to do a 
short profile with computer 
generated animated graphics 
in 3D.” 

Taft says the initial aim was 
to break down tiie did distinc- 
tions between which machines 
did which work: “The effect is 
seamless. C omp ut e r graphics 
as we now use it is a way of 
Mwdfaig the whole production 
process together.” 

Richard Norley, senior 
desi g n o r to r Channel Four 
News, says although Harry 
can edit up to two minu te s at 
fill", tiie engineers hope to be 
able to link it to digital video 
recorders to enable an ftifhrite 
a mount of fflm material to be 
processed with animated 
sequences. 


Lynton McLain 
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FT LAW REPORTS 


Distributor can sue in English court 


MEDW AY PACKAGING LTD v 
MEURER MASCBDNEN GMBH 
& CO 

Cant of Appeal: 

(Lard Justice Fox, Lard Justice 
Parker and Lord Justice 


A FOREIGN manufacturer's 
obligation to give notice of ter* 
munitio n of a distribution 
agreement to an Bngifai* com- 
pan y c arrying on business as 
its UK distributor, *h ooM be 

p erformed in the UK at the 

distributor's place of business, 
unless otherwise agreed. And 
accordingly, where the distrib- 
u tor clai ms against the manu- 
facturer an the IbwIb of £alhm 
to give reasonable notice, he 
may proceed in the UK, 
though the manufacturer is 
domiciled in a c oun tr y which 
Is party to the Civil Jurisdic- 
tion Convention and the mfa 
contract between the p*i *fe* 
would have been performed 
ex-factory in that country. 

The Court of Appeal so haia 
when dismissing an appeal by 
the defendant. Meaner Maschi- 
nen GmbH & Co, from Mr Jus- 
tice Hobhouse’s decision (FT, 
October 20 1989) refusing to set 
aside proceedings served on 
Meurer in West Germany by 
the plaintiff, Medway Packag- 
ing Ltd. 

Article 5 of the Co n ve n tion on 
Jurisdiction and the Enforce- 
ment of Judgments in Civil 
and Commercial Matters, 
incorporated into English law 
by the Civil Jurisdiction and 
Judgments Act 1382, provides: 
“A person domiciled m a con- 
tracting state may, in «nnHiw 
contracting state, be sued: CO 
in matters relating to a con- 
tract, In the court of the place 
df performance of the obliga- 
tion in question . . 

LORD JUSTICE FOX said that 
in a Hlairn for breach of con- 
tract Medway pleaded it was 
an English company, 

itt tf r ft m ffng ifrinlr anrf gtietch 

wrapping machines. Meurer 
was a West German engineer- 
ing company specialising In 

mnwwfartaiTR a f Dip ww-hing^ 

Meurer agreed to appoint 
Medway as exdnsive UK. dto- 


trfiratortf the maddoury, from 
February 1 198L It was a term 
of that cSstributicm agreement; 
implied by reason of business 
efficacy, **»«*• it could be termi- 
nated by either ride on the giv- 
ing of reasonable notice. 

In breach of the exclusive 
distribution agreement, Med- 
way pleaded, Meurer author- 
ised another company to am as 
UK distributor, purporting to . 
terminate the distribution 
agreement without giving rea- 
sonable notice. 

Medway claimed £269,000 
damages for breach of con- 
tract. 

The UK and West Germany 
were contracting states under 
the C5vfl Jurisdiction Conven- 
tion. Paragraph 2 of the Con- 
vention provided that persons 
do micil ed in a contracting 
state should be sued in that 
state. However, Article 5 pro- 
vided that in matters relating 
to contract be might be sued 
"in the court of the place of 
performance of the obligation 
in question". 

Medway contended that 
place of performance of the 
“obligation in question” was in 
the UK. 

The present appeal was fktun 
a decision of Mr Justice Hob- 
house, who refused to set aside 
service of a writ on Meurer in 
West Germany. 

It was common ground that 
the case should he dealt with 
on the hod* Medway must 
establish a good arguable case. 

Mr Justice Hobhouse held 
that Medway had shown a 
good arguable case that it had 
an exchutfve distribution agree- 
ment with Meurer, and that it 
was entitled to reasonable 
n nH«» of termination. 

The agreement was informal 
and undefined. E included an 
obligation by Meurer to sen 


contract were: CD to Germany, 
to sen goods to Medway at is 
per cent discount; <H> arguably, 
during the currency of the 
agreement, not to sell goods to 
any other UK importer; (111) 
arguably, to give Medway rea- 
sonable notice before terminat- 
ing the agreement.. 

Those findings and conclu- 
sions were not in dispute on 
Ibe appeal, nor was it disputed 
that the relationship between 
the parties was one of buyer 
and seller, not principal and 


goods to Medway at a 15 per 
cent discount and, arguably, 
not to sell goods to anyone rise 
in the UK. 

Goods sold by Meurer to 
Medway were ex-factory in 
Germany. Consequently, so far 
as the sale contracts were con- 
cerned , Metareria Obligation 
was to deliver the goods in 
Germany tat onward «wri«gn 
by Medway's agents to the UK. 

The judge concluded that 
Mercer's obligations tire 


Meurer «*«**!«< any continu- 
ing obligation to supply goods 
to Medway, or that Medway 
had exclusive rights. It 
accepted for the purpose of the 
present issue that a distribu- 
torship agreement existed 
between Itself and Medway. 

Paragraph 3 of Part 1 of the 
Convention provided that any 
question as to the meaning and 
effect of its provisions ahemM , 
if not referred to the European 
Cant, be determined in accor- 
dance with principles laid 
down by any relevant dorisim 
Of the Coart 

In De Bloos J976 3 BCR 1497 
the grantee of an exclusive 
right to distribute a product 
complained of unilateral 
breach without notice by the 
grantor and sought damages 
and dissolution of the agree- 
ment. 

The European Court deter- 
mined that where the grantee 
of an exclusive «>Tb« m nmu 
sion charged the grantor with 
having infringed *h» exclusive 
concession, “obligation" in 
article 5 referred “to the con- 
tractual obligation fm-ming the 
basis of the legal proceedings”; 
and that in disputes concern- 
ing the consequences of the 
faWTigwnMrt, such as rftwwag v* 
or dissolution, the “obligation" 
was “ tha t which the contract 

ItnpMM mt thft grantor and th«> 

non-performance of which Is 
relied on by the grantee". 

In Schenazxzi v Kreischar 13$7 
8 CMLR 732 a German archi- 
tect sued a Dutch client for 
Uses for preparing plans of a 
b uilding in Ger man y. The 
Court tfrfr obligation 

by reference to which place of 
performance was to he deter- 
mined was "the contractual 
Obligation which fernwH the 
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actual bass of the legal pro- 
ceedings". 

It "Hie place in which 
that obligation Is to be per- 
formed usually constitutes the 
closest connecting factor 
between the dispute and the 
court having Jurisdiction over 
iymH it ismls connecting foo- 
ter which explains why, in con- 
tractual matters, it is the court 
of the place of performance of 
the obligation which has juris- 
diction^ 

The decision therefore 
affirmed De Bloos as laying 
down the general test 

Accordingly, the present 
court bad to determine what 
was the place of performance 
of the obliga tio n which formed 
the actualbasis of the proceed- 


Ttae Sehmaoai case could 
not be regarded as 8umnrtln& 
as a general test, either the 
pia r y * to which p er forma nce of 
the contract was most closely 
connected, or the place where 
goods were supplied under the 
contract. 

As to the latter, the present 
court was concerned with the 
»i|npw } breach of the distribu- 
tion agreement which con- 
tained no provision as to the 
supply of goods ex-factory in 
Germany. It was the sale con- 
tracts which provided for sales 
ex-factory. 

The question was. which 
alleged contractual obligation 
was the actual basis of the 
present proceedings? 

The court was dealing with a 
contract which was allegedly 
repudiated and where the repo- 
<Hatlnn was accepted by the 
plsIwHffa Thp repudjatioo ««*- 
slated in (a) failure to give rea- 
sonable notice of determina- 
tion, and (b) appointment of 
another UK d istrib u to r . 

The first of those related to 

wn nliHgwrinw tn ghw nnHi» 
Of m l n wHow 

That notice was required to 
be given in the UK. Unless 
there was some nroviskm in 
the contract to the contrary 
(which there was not), a 
requ irement to give notice to 


an English company carrying 
on its business in England 
must be interpreted as an obli- 
gation to give notice at the 
company's pl»v of hnyin^ro hi 
England. 

The company or its author- 
ised officers could no doubt 
waive that in any particular 
case, but that would be a con- 
cession. 

The obligation itself was an 
obligation to give notice in 
Bngfonri. ft was therefore to be 
performed in England 

It could be reasonably 
re g ard e d as the principal obli- 
gation in the case, because it 
was the giving of proper notice 
which brought the whole con- 
tract to an end. 

With regard to breach of the 
agreement for an exclusive 
agency, the nature of the obli- 
gation was negative. It was an 
obligation not to supply 
another English distributor. 

The negative obligation 
could be broken either in Ger- 
many or in Rn glunil 

On the other hand, the grant 
of an exclusive right of distri- 
bution in Rn gbmd carried with 
it an obligation on the grant- 
or’s part so to act in England 
and Germany as to respect 
folly the rights of the grantee 
under the distribution agree- 
ment. 

In the circumstances, it 
cnnld not be said that the con- 
tract for exclusive distributor- 
ship was wholly performable 
by Meurer in Rn giafl rt or in 
Germany. The Judge realist!- 
cally concluded it was as much 
performable in one c ountry as 
in the other. 

There was no reason to inter- 
fere with his decision. The 
j>p p**fl l was dismissed. 

Lord Justice Parker and 
Lord Justice Ralph Gibson 
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Windsong. 

You're reluctant to leave 
die windsurfing. 

Your muscles are rather tired, 
but the splendour of the 
moment spurs you oa The 
crystal-dear sea slips past 
beneath you whilst the sun 
outlines your figure against 
the background of a sail aglow 
with colour. 

An attractive coastline flies 
past So attractive that it 
sometimes distracts you almost 
to the point of making you lose 
your balance for an instant 

Perhaps, in a while, the idea 
of enjoying seafood with your 
friends in that restaurant by the 
sea, will make you drag yourself 
away from your surfboard for 
a moment But, for now. you’d 
rather make the most of the 
unrivalled dimate you’ve found 
in Spain. 

You haven't enjoyed 
windsurfing so much in ages. 
Perhaps that’s why, as the 
breeze pushes you along and 
the waves gently rock you, you 
seem to hear music A happy 
tune hummed by the wind. 

The lyrics of the song are 
simple: "Spain'. 

Spain. Everything 
under the sun. 
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Executive agencies 


Bringing civility to the civil service 

Hazel Duffy reports on the process by which the concept of customer-led man agement is being introduced 

T here’s a lot of tali executive type government they can recruit junior and in the dvil service. To help him get there 

about service in wort which were set out in middle manager equivalents. They are two^ironged, covetv needs the dedicated suppo 

Whi tehall these days: the Next Steps report compiled without having to refer to ing costs and service stan- his managers. For that 

as a result BritaS’s by her Efficiency Unit Whitehall, or use the some- dards. knows he must be able to 


T here’s a lot of talk 
about service in 
Whitehall these days; 
as a result Britain’s 
ministers and civil servants 
are being forced to think mana- 
gerially. 

The concept that there is a 
customer out there somewhere, 
whether he is a small trader 
who must pay his VAT to Cus- 
toms & Excise, or the unem- 
ployed who have to sign on in 
order to draw benefit has tra- 
ditionally not had much 
impact on senior civil servants. 

The quest for greater effi- 
ciency - which often led to 
cuts in services - dominated 
the 1980s. But Margaret 
Thatcher wants government 
services to be seen as more car- 
ing, and more professional. 
Long queues at shabby social 
security offices do not give the 
right impression. 

Efficiency also means people 
getting their passports on time, 
or being dealt with civilly by 
the Inland Revalue. Even the 
bankrupt might expect more 
efficient treatment of their 
plight. 

The catalyst for this new 
way of looking at government 
service is the executive agency. 
Two years ago, the Prime Min- 
ister endorsed the proposals to 
set up agencies for the bulk of 


executive type government 
work, which were set out in 
the Next Steps report compiled 
by her Efficiency Unit 

The bandwagon is rolling 
along merrily. Eighteen gov- 
ernment bodies Join the exist- 
ing 13 to become Next Steps 
agencies. The Government 
plans that half of the civil ser- 
vice will be in agencies within 
the next two years. 

Each agency has a frame- 
work document hammered out 
between ministers, the perma- 
nent secretary of the depart- 
ment and the chief executive- 
elect of the new agency. The 
documents set ont the 
long-term objectives. 

Drawing them no has caused 
a lot of soul-searching within 
departments. For the first time, 
ministers «nd civil servants 
have had to put in writing 
what the sendees actually are, 
and identify the structure of 

^tvi^inn-mairi ng . 

They have also had to for- 
malise their frequently infor- 
mal relations with the Trea- 
sury. informal did not 
necessarily mean that they 
were good; the relationship 
involved “a fair bit of shadow- 
boxing", according to erne offi- 
cial 

Managers of the agencies set 
up so far have been told that 


they can recruit junior and 
middle manager equivalents, 
without having to refer to 
Whitehall, or use the some- 
times cumbersome Civil Ser- 
vice Commission recruitment 
route. 

As the bigger agencies get 
going, this delegation of power 
tothe new chief executives 
begins to mean something. 
Stephen Curtis, who runs the 
Driver and Vehicle Licensing 
Agency (formerly the DVLC), 
has about UXM staff in this cat- 
egory. 

But he has little scope for 
switching money between dif- 
ferent pots within the overall 
discipline of his budget Nor 
can he carry money over from 
year to year. The Department 
of Transport wants the agency 
to become a trading fond, 
which will enable Curtis to do 
this. 

T he Treasury wants to be 
satisfied that granting 
the DVLA this freedom 
- It collects vehicle excise 
duty as we& as issuing licences 
- win not result in any loss of 
control over public spending. 

For the general public, the 
performance targets, which 
win be revised and published 
each year, are the only means 
by which to judge the changes 


In the dvn service. 

They are two-pronged, cover- 
ing costs and service stan- 
dards. 

The process of arriving at 
the targets reveals the inter- 
play between ministers and 
civil servants, between the 
chief executives, and their staff 
in tiie fkdd 

Michael Fogden, chief execu- 
tive of the new Employment. 
Service, has been set a tougher 
target by his minister on get- 
ting the unemployed into jabs 
than Hh managers believed to 
be achievable. 

But he must also meet the 
target that a specified propor- 
tion of those placed will have 
been unemployed for a long 
period, and that a number 
must be from the fiwmw 
The targets imply some con- 
flict It is clearly easier to get 
people off the unemployment 
register who have been there 

only a short Swp. than thnan 

who have not had a job for 
many months. 

Fogden also must reduce the 
percentage of incorrect pay- 
ments of unemployment bene- 
fit, which the ES pays out on 
behalf of the Department of 
Social Security. If he meets all 
of his 20 or so targets, he will 
get a bonus equivalent to 10 
per cent of bis salary. 


To help him. get there, he 
needs the dedicated s up po rt of 
his managers. For -that, he 
knows he must be able to vary 
the pay of his managers to 
reflect the scale of responsibili- 
ties. 

A manager of the inner-city 
Brixton office obviously has a 
tougher job than the manager 
of the Bournemouth office. For 
the moment, he can only pay 
according to ciySL service pay 


A seminar organised 
recently by the Royal institute 
of Public Administration and 
KPMG Feat Marwick McLin- 
tock attempted to focus on ser- 
vice in the non-trading sector. 

It revealed senior officials 
juggling with a concept which 
has been low down the list of 
priorities for -much of their 
working lives,- add 'learning 
bow to meet service targets 
while keeping within- tight 

budgets. 

Customer service 'is not 
being defined only in terms of 
agencies. All departments are 
examining those sections 
which have some sort of con- 
tact with the public. - 

But the Treasury, it seems, 
is a bit sce p ticaL The Treasury, 
it seems, believes service can 
only be bettered if men money 
is made available to depart- 
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meats and agencies. Quite sim- 
ply, the money, is not : there. 
Nan-Treasury 'officials say that 
the Treasury is only interested 
in efficiency, not effectiveness. 

British Rail’s Network South 
East, which is also told to give 
its tong-suffering public a bet- 
ter service while its financial 
subsidy from government is 
progressively cut, was an 
appropriate case study. 

Network South East has 
some competition, however. 
Most government services have 

MM , w frirh wialw - niimyj»M. 

style civil servants wonder 
what aU the fuss la about 
Scepticism is dearly common. 


Demoralised by low pay and 
staff cuts, the middle manager 
equivalent "What’s in it 
forme?" 

Unknown to them, it is a 
question also asked by some 
ministers. Most are not 

enthused by managerial topics. 
They want to leave their 
department having been seen 
to have done a -good job. But 
the benefits of civil service 
reforms will only come 
through in the longer term 
than the normal ministerial 
span of - 

Managerial converts among 
senior civil serva n ts are con- 
scious of the problem of con- 


vincing staff, A long-serving 
pnrirtiA ranking civi l servant 
asked his senior. "What do you 
mean by customers? This is a 
public service”. Long explana- 
tions about the need to change 
attitudes mad&Jio impact 

The dilemma for the emerg- 
ing managers is that theft staff 
- frequently life-long civil ser- 
vants — might display com- 
mendable qualities like loyalty 
arid commitment to their 
department The other tide of 
these qualities, however, is 
that such people are averseto 
teiprig risks; they ding to the 
rules. The changing civil ser- 
vice wants both. .... 

Some senior civil servants 
also oppose the reforms, 
althoug h not openly, of course. 
Smoke signals are. that there is 

much Hisrida talk of “tension - 
within departments. . . 

The Department of Social 
Security, which will be putting 
the majority of its business 
into agendas over -the next 
year, refers euphemistically to 
the fotTginn as being “creative". 

What it really means is that 
the whole relationship of the 
headquarters and the agencies 
must be painstakingly worked 
oat to give managers enough 
incentive to manage. 

Whitehall, however, will be 
intent - too intent, some 
think — to keep control over 
the agencies.- 

Unusually for government, 
the tussles are being played 
.out more publicly than the pri- 
vate sector would ever permit 
Bat it is still much too early to 
predict whether the changes in 
the public sector will be real, 
or cosmetic. 


I n the 1980s the British Gov- 
ernment and the country's 
employers lobbed a challenge 
at Institutions of higher edu- 
cation. 

Polytechnics, colleges and uni- 
versities were told to become more 
flexible, more relevant and more 
responsive to the economic needs of 
employers and the nation. 

The climate created by govern- 
ment cuts spurred educational 
practitioners to look more carefnny 
at what they offered. Too often in 
the past the attitude to employers 
and lndividnal students was; “Here 
is what we have. It Is self-evidently 
good. Take It or leave it” 

Now many higher education 
Institutions have responded by 
producing customised training pro- 
grammes. The polytechnics, in par- 
ticular, have shifted the balance. 
What, they will ask employers and 
studmits, do you want? 

A number of programmes have 
emerged which have put the onus 
on the customer. This change Is 
expressed by the increasingly flexi- 
ble structures that allow students 


How customised training can help to retain staff 

It is now up to the employer to make more use of collaborative higher education programmes, says Robert Allen 


and their employers to put together 
training packages that are more 
appropriate to their needs and 
Interests. 

The idea of the Credit Accumula- 
tion and Transfer Scheme (CATS) 
- still preached more than prac- 
tised - has become one of the 
buzz-words of the last few years. 
Under this scheme students can 
transfer Into a Polytechnic or Col- 
lege credits for aWlh and experi- 
ence they have gained outside the 
traditional classroom structure; 
accumulate further credits for 
work being done In an educational 
institution; and then move aU these 
credits on elsewhere. If necessary. 

Programmes of this type are 
impressively progressive because 
they allow students to det ermine 
what and how they want to learn. 
However, their introduction was 
bom of a fear that both the n umber 


of students and the funding for 
them would dry up. 

One Imaginative form has 
emerged where the Idea of “credit 
accumulation” has been used to 
develop schemes specifically for 
individual employers. Companies 
like W H f aith, Jaguar, IBM and 
Sainsbury have looked for new 
ways of upgrading and updating 
the skills of their employees in a 
way that is satisfactory to both 
employer and employee. 

The Woolwich Equitable Build- 
ing Society, for wmmpi has just 
held a graduation ball fix Its first 
customised graduates. In a scheme 
run jointly with Thames Polytech- 
nic, students are credited with up 
to two-thirds of an undergraduate 
degree on the basis of their in-com- 
pany and professional training. 
They then take a package of dis- 
tance learning, residential courses 


and project work jointly provided 
by Thames Polytechnic and the 
company; tw* provides them with 
the final credits towards a degree. 
Such a programme would have 
been hard to twgfaa, never whwi 
graduate from, a few years ago. 

Providing a 
network 

These sorts of idea are being 
extended developed. Their 
potential is being explored further 
with a new scheme being set up by 
Thames Polytechnic In conjunction 
wiffi the Brewers Society to provide 
a national training programme. 
This wffl indnde both undergradu- 
ate and postgraduate degrees, 
beginning in 1990 with an MSc 
(Brewery Business Management). 

This employs the same principles 


as the Woolwich scheme but goes 
tme step fbrther by providing a net- 
work of polytechnics and universi- 
ties around the UK which students 
can attend to gain their credits. 
The next step, of course, would he. 
to cross. the Channel and even the 
Atlantic. 

Such prog ra mmes, though they 
are increasing in number, are still 
relatively marginal. But . they 
express a change in attitudes which 
is reflected elsewhere in the higher 
education system. 

But they are not without their 
problems. Companies and colleges 
often have to make compromises to 
accommodate each other's sugges- 
tions. Nor have these changes been 
adopted throughout the British 
higher educational system. They 
tend to predominate In the poly- 
technics and colleges, though there 
are very obvious excep ti ons in the 


university sector. 

The picture is therefore patchy. 
But the «mbm has been taken. It 
now becomes possible for employ- 
ers to get what they want 
. However, this is not where the 
story ends. There Is now a new 
challenge to the employers them- 
selves. British management has 
often seemed (to its competitors) 
curiously afraid or disdainful of 
training: As the recent report from 
the European Bound Table of 
Industrialists pointed out; expendi- 
ture on training usr employee Is 
£1^00 In fee US, But only £XOO in 
the UK. Too often, those responsi- 
ble for *r»rinfa«g strategies still see 
higher education as a barrier, 
rather than a means of retaining 
staff. 

Even when they consider higher 
education they may be very conser- 
vative, looking automatically to the 


universities, and to the MBA far 
ingnnppuipirt .education. Both may 
be perfectly ’appropriate; equally 
they may not Shnlutriy, the desire 
to minimise costs often, takes priori 
Uy over a view of education and 
training as a strategic Inve st m ent 

Some companies, however, are 
looking to higher education as a 
supplier of flexible and collabora- 
tive training. Now in 1990 the chal- 
lenge has changed. The challenge is 
to ™« l ii a ir y to t»hy adv an tage of 
what has happened: to accept edu- 
cation and t ra i ni ng as a long-term 
strategy; to accept tiie responsibil- 
ity far providing substantial funds 
fertile educational sector; to forget 
its prejudices and pre-conceptions, 
particularly about polytechnics. 

If UK training., particularly at 
the higher levels, has not im p roved 
substantially by the. end of -the cen- 
tury, it will not be a failure of 
higher education to meet the chal- 
lenge put before it, but of the cus- 
tomer. 

Dr Robert Allen Is the director of 
educational and training develop- 
ments at Thames Polytechnic. 



ShMMTvii with praise, heaped with plnuriiiK. 
U»' mniunna press welcome the new 3U0ZX. . . . 

"The posing power of nn Italian exotic. . . 7 
(Autocar 8 Motor) 

A beautiful t> proportioned. breathtaking design 
Wending mntrnUnd aggression with purity nf line. 


'lotfre immediately hooked, wduced 
by Us scorching performance and brilliant 
handling. . . 7 (Gar) 

The 3 litre. 24 valve, twin Lurim engine rockets 
the 300ZX from 0 to 60 in just 6.7 seconds and 
on in a governed top speed of 155 mpfi* while 


the computer controlled SUPER HICAS 4 wheel 

siemv: ensures the car responds Instantaneously 
in your every touch. 

'Style and furnishings of ibe interior 
an* superb. . . “ (Rasa lane) 

The senoped-flut MdtptttecMporatesaweaWi 


nr standard equipment including mr conditioning, 
sound system with CD player, electric windows, 
cruise control, removable T-bar roof and optional 
leather upholstery. 

'Nissan has jusL created a whole 
new culture. . . : (World Sports Care) 


The 300ZX. a unique marriage of dbUnCUm ’ 
styfeig. dynamic performance, and state-of-the-ott 
technology. For once Uie motoring press are' 
united in their praise . . . when It comes to 
producing a- sports car to the classic tradition. '; 
Nissan know how. imwo 


NISSAN 


knowhow. 

NISSAN U. K. UMTTEP. WORTHING. St 
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GLASGOW 

It may be Glasgow 1 * year as 
European City of Chtture bat 
the trades union-inspired way, 
fest remains- firmly rooted In 
the load community. The ‘Scot- 
tish People's Theatre, to give 
the long-established 7: 84 com* 
pany its frill name, will be 
touring its celebration of 
Govan to various arts iw it w * 
next week. This week it can be 
found in The Arches, a wonder- 
fully atmospheric space: a vast, 

windowJess complex of stone 
walls and brick vaults from an 
Expressionist film (MetropIoHs 
crossed with M) which booses 
file exhibition “Glasgow’s Glas- 
gow” besides bars, shops and a 
theatre. 

The company of five yonng 
actors under Roanna Beim’s 
direction has compiled a dra- 
matisation of writing about the 
great ship-bufldiitg area by its 
residents, some of whom 
turned professional, others 
Observing their neighbourhood 
as a labour of love. At one 
extreme is Elizabeth Crombie 
Reid (SI this year), whose evo- 
cation of the wives’ revolt 
when they discovered how 
much their husbands earned in 
“Pay Poke Explosion" conjures 
a picture of warm and fanny 
street-life with sturdily sepa- 
ratist workingmen, their out- 
raged womenfolk and 
well-tumed out prostitutes. At 
the other, 15-year-old Kelly 
McCahfll. a pupil at the local 
secondary, provides a series of 
wid&eyed letters about life, 
love and school to an Trahan 
pen-pal that show up Adrian 
Mole as archly artificial. 

The mixture of affection and 
detachment is Summed up by 
James Miller who died last 
year, a professional writer who 
never gave up his job with 
Govan Shipbuilders. child- 
hood memory of working as 
butcher’s boy to help an unem- 
ployed dad. and the sardonic 
anecdote about the old tideline 
cleaner whose ability to fish 
out rotting animal corpses is 
finally recognised as irreplace- 
able even by the management 
efficiency expert (arrogant 
English accent) are vivid, 
warm-hearted glimpses of an 
insider. 

If a consistent theme 
emerge s it? s that Scottish men 
can be pr etty ch au v i n is tic. Bill 
Kidd’s “Just T.ifcft mn" chill- 
ingly recalls the brutal mascu- 
linity of a father despising a 
bookish son; and how the son 
despises the violence he discov- 
ers in himself. Martha Feeney'S 
"D ivor ce " is a fanny and tren- 
chant look at how a victim 
finally retaliates against her 
violent husband; and David 
McTeague’s "Words Dissem- 
ble” is a wickedly accurate (if, 
to a southerner, occasionally 
unintelligible) dlalogne 
between two schoolboys assess- 
ing the sexual potential of tiie 
girls they know with much 
bravado, giggling and achingly 
cumbersome jokes. 

Some of the Items have a 
dramatised documentary ring 
- “The Junkte” is a bit too 
much of a catalogue of symp- 
toms — and the study of an 
unemployed man, mentally in, 
going to pieces in the daily 
blurred eternity of smoking, 
dfyriwg , radio ttm*» rtgm ste, try- 
ing to remember what he has 
to do today, is split by the 
interval, thereby raining its 
continuity. But the stylistic 
range (and Peter Hutton’s 
poetic impressions, as terse 
and ec onomi cal as a Chines e 
water-colour counter . the 
robustness) is impress i ve. The 
cast is uniformly excellent, 
though invidiously X would 
advise yon. to watch out for 
Eleanor Slaven and Tom 
Smith, the yuupgest of the 
company andtamwady prom- 
ising. 


Characters good, bad and indifferent Meer 

■y ■■ TWA of the new 

f yf / comedies seems 
m/m/ fikgytolast? Zfce 
F W 1 Upper Band on 


Das verratene 


*W”T XWch of the new 
m Jm / comedies seems 
m/m/ fikgytola&t? Zfce 
F W 1 Upper Band on 
XT7 on Tuesdays looks like an 
efficient Btfle number, written 
to a carefitiiy contrived for- 
m ala: a male housekeeper 
arrives with Us streetwise 
daughter to weak for the rich 
woman advertising executive 
who Hveawith her too-clcver- 
by*ha2f son. (Told to see who is 
at the front door he does just 
that, and leaves them there.) 
An Anglicised version of an 
American bit. it looks as 
though the situation will he 
stronger feaw the characters. 
K ! TV on BBC2 on Thursdays 
is created by Radio' d’s Radio 
Active team. Many at the lines 
in Episode 1 sounded like nufio 
scripting and — disconcert- 
ingly, and contrary to expecta- 
tion - they seemed less 
sophisticated on television 
«w»< on radio. Gags such as 
announcing “Robert DougaJTs 
Cartoon Hour” and "Current 
Affairs With Fatima Whit- 
bread” do not seem awfully 
fanny on television. Out in 
front by a finiong is another 
foal sized by BBC Radio: Up 
The Carden Path. Hoe the cen- 
tral character, bay. Is so thor- 
oughly zany that you worry 
lest she - like Magnus Pyfce, 
Lucinda Larabtan and other 
professional television “charac- 
ters” — pqUa quickly. In the 
first episode, however, as per- 



New comedy on the BBC, spawned by radio: ‘KTTV 


formed by fmelda Staunton, 
she was ffl pwWft and hilarious 
from tiie off; frying in a pigsty, 
guzzling cake. Swooning over 
her lover, Michael, a married 
man played, by Nicholas Le 
Prevost (one at the best dead- 
pan comedians around) she 
had all the character you could 
possflfly want - 
★ 

Commentator Ted Lowe has 
dona as much as anyone, 
except perhaps the BBC 
wmwnmwm ana OB d irec to rs 
whose extraordinary drills are 
randy noticeable until you see 
the game being covered else- 
where. to push snooker up the 
list of popular television sub- 
jects. But before next year’s 
worta oiWGK&r UizumpiOTisjixp 
somebody duould speak to him 
about Ms style. Everyth ing he 
says is now delivered in a dra- 
matic whisper, and the porten- 
tousness has become embar- 
rassing. Oral exclamation 
marks h«ng on the end of 
e v e r y of melo dramati c 

rhetoric: "I wonder what's 
going . through his 
mind!” . .■ "Sot The fortunes 
{m o p n gttfn change!” He would 
do well to goback to the basics 
of expert analysis, delivered at 
good long intervals. 


Judging from the evidence 
offered by Christopher Terrill’s 
Inside Story on BBC1 about 
racism in sport, it is disgrace- 
ful that the highly s uc ce ssf ul 
athletics coach John Isaacs 
was not selected as an official 
coach for the Los Angeles 
Olympics. He is blade. That 
there are regular shouts of 
"Shoot that nigger” during 
Everton football matches is 
disgusting. If Jackie Agyepoy 
really was consistently taster 
thaw the White hnriUiw 
in her stead, the selectors 
should be hounded. That said, 
it is not much help to have yet 
another programme which sets 
out to reinforce the preconcep- 
tion that Britain is a uniquely 
or even unusually racist coun- 
try. Sadly racism. like tribal- 
ism. seems to be a universally 
distributed human characteris- 
tic. So how does it help to have 
this programme producing a 
professor who asserts that 
apart is tiie one place there is a 
"fdeazn of hope” for suc- 
cess in Britain? Are Trevor 
McDonald and Moira Stuart 
fi g m ant u of our imagination? 
Are they a gtirnniH- tn the 
business of television journal- 
ism? Or Gary Wilmot and 
Lenny Henry — don't they rep- 
resent a {dimmer in comedy? Is 
the black domination of rap 
not another gttmmmr f Ah, but 
that is all, well, you know, 
show business. Yet nobody pre- 
vents Professor Stuart Ml or 
Beverly Anderson appearing as 
pundlts/sociologists/teachers- 
Are Paul Boeto"g and D farai 
Abbott not a glimmer in poli- 


tics? Television's habit of tak- 
ing the worst examplfg of rac- 
ism in RHfeafa a nd pretending 
that there are no countervail- 
ing bright spots may be one of 
the reasons why tiie ideal at 
■ Hm jg jjow disintesTat- 
ing as Mack people form more 
and more exclusive gro u ps, in 
sport, music, politics — every- 
where. It is a aeuressimr exam- 
ple of tdeviaitm^dhei^ulladt 
of subtlety and discrimination. 

★ 

What a pity the studio discus- 
sion following the last of 
BBCS's Troubleshooter series 
was snch an uninspired and 
mriiKpWny affair. The produc- 
ers appeared to have invited 
into the studio as many pertfei- 
pants as thare were minutes in 
the programme, and then 
ensured that nobody had 

mnwr rtm o to V Immihh 

they got chairman Brian 
Redhead to cue a clip from 
every programme in the series. 
Since we nad just watched the 
episode shout Morgan care 
OTtoi exemplified many of the 
most Interesting problems In 
British manufacturing detected 
by Sir John Harvey Jones, we 
might have had a far more 
interesting programme if the 
pre d ucere had had the courage 
simply to put Sir John up 
against those who do not 
behave that the bottom line is 
the holy graiL 

* 

My first reaction upon receiv- 
ing review copies of two books 
about London Weekend Televi- 
sion — Running The Show by 
David Docherty and The Wah 


Beatrice and Benedict 


MUSIC FACULTY, GAHBMDOB 


Undaunted fay the feet that one 
of our national companies has 
recently soared! a success wife 
Beatrice and Benedict, Cam- 
bridge University Opera Soci- 
ety decided to have a go at the 
piece themselves. 

Berlioz's enchanting Shake- 
spearian opera is notoriously 
difficult to stage; so, if you 
think you have an idea that 
will make it work, there is no 
reason to hold back, even at 
student JeveL 

In its attempt to fhse dia- 
logue and delectable musical 
n u m b er s within a light c omi c 
framework Beatrice and Bene- 
diet hoUs both the source of its 
fascination and its downfall. 

. Where English National Opera 
chose to update tiie spoken 
text, tire Cambridge production 
by Stephen Taylor made a cen- 
admia about-tnm and reverted 
to fee n r ffirad Shakespeare; It 


also reinstated material that 

pgritrw wwHteH 

The result was to give the 
opera’s precarious balance a 
tmling nudge towards the spo- 
ken word. As with the ENO 
production of Jftrusj; one appre- 
ciated how tiie dialogue is able 
to cut atrick and deep be n eath 
tiie skin of the characters and 
make the spoken scenes cany 
the emotional weig ht — s real 
gain, even though Berlioz’s 
score now seemed to ran out at 
ihp crucial moment 

The d fa nax of the p w n lny 
fell In a scene without m u sic. 
The production was fortunate 
in its leading couple. Karby 
Myrick used her stage experi- 
ence to lend a superior air to 
Beatri ce, while showin g how a 
warm mezzo can move around 
the vocal part wife ease. The 
vjperish glances that she kept 


shooting at Benedict were met 
wife a winning smile and pup- 
pyish sense of humour by the 
tenor Mark La Brocq. His voice 
has bHimnI in fhiencv his 
tim« At tiie RAM raid should 
earn him a useful career. 

Alongside the central pair 
there was a mixture of nervous 
mumblings and end- of- term 
high jinks, though Andrew 
Morton’s CJeoit l o and Pip Geo- 
rater's Don Pedro both strode 
the stage with confidence. The 
Hero of Katy Tansey and 
Ursula of Joanna Campion 

wwipanintnrt by ring lw y their 
lovely nocturnal duet wife a 
near ideal purity of sound and 
Alexander Platt strove to sup- 
port Mb cast with disciplined 
playing from the pit Pmhaps 
ENO might ariwlr , |pHw- 

Richard Fafrman 


The language of 
international business 
isn’t En glish... 
it’s the language of 
your customer. 

Prepare for 1992 now. 

Comnuirticate In your customer’s 
language and caO Berlitz today on^ 

071-6806482 London 

021-6434334 Birmingham 

031-2267198 Edinburgh 

061-2283607 Manchester 

0532-435536 Leeds 

FAST AND EFFECTIVE 

CotH^^arBt^or-mactetorneetthepefticul^ 

needs and scheduleo of both you and your company. 


ARTS GUIDE 


THEATRE 


Edward). 


— — a _V ni T j— i nfi>ii hm 

peramy uh^a ihuiumabi wu iw 
from thfl Iincoto C enter tn New 

Yon MTW1 is wwiffT Tfai r*hf fare 
(734 8B51,CC836242S). 

Jeffrey Bemrd Is Unwell 
(Apollo). Tam Conti fe the alco- 
h^irareattst In Erith WUar- 
house's fibs play, tiie season’s 
MghUght, from Bernard’s own 
writing. Ned Sheerin directs 


specialist groups and artiste from 
eight countries. Ends June 4 
(0711/826200). 

Haw York 

Cat on a Hot Tin Roof (Eugene 
O'Neill). Kathleen Turner, whose 
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Aspects tf Low (Prince of 
Wales). Andrew Ltoyd Webber's 

b»*— * In Mt wlifa i riwwhw 

op a i vtt a derived from David Gar- 
nett’s 19® novella. Musically 
intsestizte and well directed 
lyTrevogNpnn,apro baMa ,but 
map ec ta cnlar. hitff99 8872). 

Bus Stop (Lyric). Glam revival 
of wmiamingrB 1966 Kansas 
comedy, with Jerry w«n making 
her West Knd dahto. Hanty of 
glow but not much grit 
(437 3686). 

Shadkiwiands (Queen’s). FUurtia- 
sua weqde about the love affair 
between crusty Oxford writer 
G& Lewis and the cancar-riddlad 
American poet Joy DevUman, 
WHitem NjcMaai^tfay is toe- 

atetfbly wnntimaL Kq}ah 2l0Eh> 
imky’s dhocticn is supob (734 
1166/09 380). 

Stuttgart 

Hafcal City Theatre, Marienstr. 
12. Peter MakaL directre of the 
S tnUg artbaaedfo temat knal 
Festival of Ifime. has put 
togethera truly world-class peo- 
gramine. Founder of tiwMakal 
theatre, he will present a dozen 


Tenneaaae WSUans' vacant 
ffhyi « !* ■■ ig surrounded 

by an excellent supporting cast 
in Howard Davies' production. 
Grap es of Wrath ( Cart), the 
Steppanwolf company's interpre- 
tation of the Steinbeck epic novel 
has tekan a long time to reach 
Naw Tcric from Chicago; the wait 
was wo rth 1L 

Hridl Ckratodee (Plymouth). 
Wendy Wasseretetn’s award-win- 
wing iiruma covering 20 years 
in fee Ufa of a aoecearim Ameri- 
can baby boomer accompanied 

hy Ha imeinl «t^ amnjfflfMil 

flavour of the polod 
0398300). 

G^prir (St Jamas). This 80th aimi- 
varsaxy moductioa does more 
than revive a rich, vtvM mnsteal; 
tt alao intredncee a new bdter 
in (ha Merman tradition. Time 
Daly, as the boesy, tireless and 
tuneful Base, who shamelessly 
leads her daughter into bur- 
leaque while rejecting a personal 
hfe far hereof (246 0102). 

Grand Hotel (Martin Beck). 

T ommy Tone, Broadway’s pres- 
ent wmstrei doctor. iHi w ’t B this 
remake cf the Garbo fibn in an 
elegant, tat somewhat random 
setting $46 0102). 

Sweeney Todd (Girds in the 


^^te&mdheixn-Wheder musical 
empftMtSBS the descent into mad- 
ness of Bob Gnntan as the daman 
barber of Fleet Street (399 6200)- 
Jerane Bobbins’ Broadway 

(hnperiaD- Anyone attracted by 
the notion offeree hours of Aim 


den Interviews edited by David 
Cox (0635 and £1436 respec- 
tively, both published by Box- 
tree Ltd.) - was to wonder 
whether we could possibly 
need either. After all. the 
minutiae of ITV history have 
been prett y well Juniinwitei 
now, what with the Sendai 1/ 
Potter trilogy and numerous 
other books in recent years; 
and the point about Brian Wal- 
den’s in te r vi e ws is that they 
are safe good television. But 
having read most of both over 
the Bank Holiday weekend I 
shall be deHghtraf (despite des- 
perate space problems thanks 
to the recent avalanche of 
media books) to add them to 
my collection. Docherty’s 
account of LWTs fortunes is 
an aiHuiFHiaiiy successful com- 
bination of fo prad history and 
personality chat: everything 
from the night a furious 
Rupert Murdoch stormed oat 
of David Frost’s programme 
vowing to boy the co mp any, to 
the details of the rows over fee 
Dennis Potter plays. It la 
highly readable. So is fee Wal- 
den book, yet that is valuable 
for two other reasons. First 
there is Cox's fascinating intro- 
duction d caultong how Walden 
is prepared for each interview 
by his production team. 
Secondly there is the value of 
being able to go through the 
int erviews with Thatcher, Law- 
son and so on at your own 
speed; quite different from 
watching them flit by on a 
Sunday morning. 

* 

The tendency for television to 


screen supposedly ironic docu- 
mentaries about the print 
wwMww la becoming a teeny 
bit tiresome. Do not assume 
this is fee reaction of a touchy 

print journalist: I have for 
years, as the flies will show, 
fa-™ calling for television to 
start doing as good a job of 
criticism, in all senses, on 
print as print does for televi- 
sion. Every day you can find 
s omew h ere a newspaper critic 
fimEthihg marvel- 
lous seen on fea box. When did 
you last see a television pro- 
gramme celebrating something 
marvellous found In print? Viz, 
The Documentary on Channel 4 
was much like the BBC’s 
recent KOIer B imb o s On Fleet 
Street, B is an indictment of 
Bimbos that anyone who does 
not read the tabloid papers 
would have left the programme 
with only the vaguest idea of 
what sort o i publications these 
“bimbos” are producing. The 
{aogramme was so busy trying 
to joke away the ineffectuality 
of feminism in Fleet Street and 
to parody tabloid style that it 
never managed to tell you any- 
thing modi about the female 
journalists or journalism. 
Viz suffered from a similar 
curious determination not to 
do so embarrassingly 

gauche as offer facts. It was 
never made clear who reads 
this scatological, yet highly 
successful comic - children, 
teenagers, or adults. Indeed the 
producers were so preoccupied 
with parodying .current affaire 
techniques (from. Roger Cook's 
to World In Action’s ) that the 
subject pretty well disap- 
peared. 

* 

It is one at the Joys of televi- 
sion that you never know 
where or when you are going 
to bump into something won- 
derful - as you switch to 
avoid some ghastly quiz or cap 
from the news to a comedy. 
But it wm also be tantalising : 
too often you catch the last 16 
minutes and are left suspecting 
you have missed something 
superb. The latter part of Sun- 
day's Everyman an BBC! was 
spellbinding, and I hope a 
quick repeat is planned. It 
tooted marvellously simple: 
soldiers explained how it felt to 
fight and kill other people. Pro- 
ducer Pamela Smith left out 
the questions, let the men 
and simply i nte rsp e rsed some 
galklands footage. The only 
other television programme I 
have seen which nutriwii thu 
Everyman on its subject was 
Charles Wood's magnificent 
drama Tumbledown. 


DEUTSCHE OPBR, BERLIN 

With his new stage work Dos 
verratene Meer, Introduced 
on Saturday at the Deutsche 
Oper In a production by Gfltx 
Friedrich, Hans Werner Henze 

retraces the operatic thread 

that hs seemed to have 
abandoned after TheBassarids 
of 1968. The Intervening 
decades took his work in other 
directions - into nmskal 
agit-prop after 196&, a 
tondiHir y WllwfaiHiig fa th> 

“actions for humic” We ante 
to the River for Covent Garden 
In 1976, and later towards a 
stylistic pluralism In which 
parody and pastiche rubbed 
shoulders with a variety of 
“authentic" voices: 77* 

English Cat (1983) and Henze’s 
exube r ant r eorchestr a tion of 
Mo n teverdi's R ritomo dVKsse 
(1987) embodied that phase. 

But there are no such masks 
or filters distancing the 
composer from the drama in 
Vamzfene Meer: U such a thing 

18 ■ «ht gl«i Hw» Mhmi im 

be identified, then the score 
exploits all Its facets, from 
terse, explosive expressionism 
tn ever-extending lyricism. 

Das nerraUne Meer (■'The 
Treacherous Ocean" seems 
the likeliest English title) has 
a libretto by the poet 
Hsns-Ulricb Mechel, based 
upon T uri n Btishhni’s Go go 
No Eiko (The Sailor who fell 
from Grace with the Sea in the 
best known English version). 
For anyone who finds the 
mixture of Japanese 
nationalism, sado-masochism 

md |]| 

Mishima’s later novate a 
queasy one, this tightly drawn 
novella repre se nts his art at 
its most palatable - a story 
cf crisp imagery and pellucid 
description. In which his 
perennial themes of honour 
and aoertflee are compelltoifly 
Interw oven. 

Nobaru Is a 13-yearoId boy 
In post-wnr Yokohama. He 
belongs to a precocious gang 
of teenagers dinging to the 
Ideals of the rid Japan, to its 
codes of honour and the 
Inexorable cruelty erf fate. He 
■pies upon his mother, Fusako, 
and watches with alarm her 

rihlr with th> 

asaman Byidl; the aaflor 
represents all that is wrong 
with the new, Increasingly 
Westernised Japan, in ite 
soft-centred, adult 


Christopher Dunkley jfefJtin 


Ms willingness to forsake an 
"heroic" career at sea to 
remain wife Fusako. The gang 
aees no alternative but to 
remake Ryuji as a hero by 
giving him a hero’s xltnal 



Carol Vaness in the revival of Piero Faggioni’s 1989 
production of *H trovatare* which opened on Mon- 
day at Covent Garden 


It’s a disturbing opera 
subject, at once strangely 
foreign to Western 
sensibilities but stffl striking 
all kinds of tangential chords 
- about hard-edged yoofefiil 
expectation and adntt 
aem ptancA ,n| i the ***—*» of 
modernism and tradition. 
Ttekhars libretto removes 
some of the Important 
subtleties - there is, for 
instance, a strand in Synji 
which yearns for the old 
heroic me, and which leads 
Mm to a half-acceptance of 
the fate ti&e boys prepare far 

film — 9tin it iJtrtff h tO XTOQ 

oat fee protagonists; the 
martw Fusako In particular, 
who is given Henze's most 
glorious vocal writing, hardly 
develops the core <rf warmth 
implicit in the novella so that 
the boy's conflicting loyalties 
to his gang and to his mother 
are never firmly grounded. 

Henze though develops the 
scenario with immense 
seriousness and skllL EQs 
score is laid with great 
st r u c tur al care - distinct 


groups of material for the 
mother, the sailor am! the boy 
and his friends - and separate 
sound worlds too - strings 
to accompany Fusako, wind 
for Byqji, piano and tuned 
pemudan for the boys. 

The first ncL set In the 
spring, is fall of sharp 
contrasts, costive string 
chords, pounding brass 
toccatas; the second, “Winter." 
is altogether thinner, the lines 
stretching themselves, the 
inventions marvellously 

telling. The scene to which 
the gang plots the murder in 
meticulous detail is the 
opera’s crux, and produces 
a sequence of haunting 
musical Images. The 
proportions are not quite 
right; when the awful climax 
is inevitable the action needs 
to hurry towards it but Instead 
Mfwn fe hung fire 
fractionally. The cruelty to 
the story too Is never quite 
realised musically; Henze la 
by Inclination a generous 
(some would say uncritical) 
musical inventor and the 
toughness the drama 
sometimes requires is lacking. 

That apart, though, it la a 
score full of telling moments 
and richly heterogeneous 
sounds grafted onto its bone 
structure, the orchestral 
effects mixed with tapes of 
shipyard sounds, mewing gulls 
and urban clamour. It’s a 
mixture that worked rather 
better than the assemblage 
of Friedrich’s staging, to 
which Hans Holler's revolving 
concentric cylinders provided 
more mechanical fascination 
than elucidation and some 
touches oljaponaiserie - a 
gaggle of geishas at one point, 
feering kabukl masks at 
another - seemed quite of 
place when Hn» had been 
at such pains to avoid any 
suggestion of fake orientalism. 
Mora critically, Friedrich 
offered little to the characters, 
so feat the weaknesses to the 
scenario were left utterly 
ex posed. 

Musically thing s ware much 
better. Stephanie Stmdlne was 
unable to sing the part of 
Fusako but acted through it 
while the Hues were sung, 
expertly, for Henze’s soprano 
writing is fiercely demanding 
li» fln> T , nln mnn lil, f wun the 
side of the stage by Beverly 
Morgan. The baritone Andreas 
Schmidt was the sailor, rather 
o bscured vocally to the first 
half, coming to terms with 
the role better In the second, 
and flw tenor Clemens Weber 
the son, inevitably a little old 
looking as was the whole gang 
(more important than it might 
seem, for Mishima makes clear 
that the boys will not be 
punished for fee murder, 
became the age of criminal 
responsibility is 14). 

The conductor was the 

young Markus Stenz, 
producing a wonderfally rich 
sound from an orchestra 
which could have been 
delivering this score for years; 
there is more than enough to 
It to deserve snch devotion. 

Andrew Clements 


Bintley work 
postponed 

The planets, David Blntley’s 
new work for the Royal Ballet, 
has had its premiere post- 
poned from May to August 1. 
Zt will be replaced In the 
schedule by Frederick Ash- 
ton’s A Month in the Country 
with Sylvie Guillem making 
her debut in the role of Natalia 
with Antony Dowell as the 
tutor. 


May 4-10 


SALEROOM 


trailer previews will adore this 
compendium of Bobbins' directed 
and choreographed playact the 
past 40 yean, including On the 
Town, West Side Story and 
Gypsy. But a contemporary crew 
of Broadway aspirants lack the 
multi-talents feat Inspired the 
heyday of the nrasJcaL 
Cat, (Winter Garden). Still a 
sellout. Trevor Nunn’s produc- 
tion of T.S, Eliot’s children's 
poetry set to music is visually 
startling a nd ch oreograpMcally 
fMlnii (238 6282). 

Las BfistreMes (Broadway). The 
^j^i nggatspe ctacte af Vlctor 

Ttmrrmn In pageantry and Hwimw 
(289 6200), 

Phantom of the Opera (Majestic). 
Stuffed with Maria BJornson’s 
gfided seta, Phantom rocks wife 
Andrew Lloyd Webber’s haunt- 
fog melodies tn this mega -trans- 
fer from London (239 62W). 


Serafina (Kennedy Center Opera 

House). The spirited teenage ay 
for freedom, including shrill 
enactments tir^riHmhnitaiity. 
brings fee hypa^reahty of South 
Africa home wife a Uvriy beat 
Ends May 37 (467 4600). 


Unde Vanya (Goodman! Michael 
Maasdo directs John Mahoney 
in David Mamet’s new adaptation 

(ft the rhult l w w ffawif- Bnih 

May 26 (448 880®. 

Start Magnolias (Rival George), 
Aim Francis and Mazda Rodd 
play the leads to fids view of 
southern life from under the dry- 
ers to a busy hahrfresstog estab- 
lishment (fiffi 9000). 


Fraternity (Pegasus Players). 
Jeff Stetson'S political drama 
focuses on the ctvfl rights move- 
ment of fee 19608 and 70s. 
(2712638). 

A Chorus of Di sap proval and 
The Beggars Opera (Court). Wife 
clever scheduling. Alan Ayck- 
bourn’s comedy about putting 
cm The Beggar’S Opera appears 
in repertory with the work ttaelf. 
(753 4472). 

XMott Loves (Goodman Studio). 
Director MDce Nichols teams up 
again wife writer Jules FeUTer 
to explore middle-aged love. Ends 
May 18(4438800). 

Tokyo 

Kalraki (Kabuktaa) Perfor- 
mances this mouth feature two 
iwiiHng ozmanata (soedahsts 
in female tries), as well as a tta- 

fHtlnwl twfff jriHng w n»mnny 

Excelled earphone guide in 
English, and English-language 
programme. Ends May 27 
(5413131). 

Ktog Lear (Sogetsu Hall* near 

f bratfjK fnnffo) Jan ai i fi aft ni mnt 

garde director, Tadashi Suzuki, 
working with American actors, 
hasproduced a radical reworking 
Ot Shakespeare’s tragedy tin 
English), Thnra(4DB 112Q. 

Peer Gynt (Aoyama Theatre) 
t Japan's most famous director, 
Yufcio Nnagawa, tackles Ibsen’s 
"unstagea h te" masterpiece to 
Japanese, with a cast headed 


Stabilising around £lm 


The two most vital weeks to 
the history erf the salerooms - 
not too much of an exaggera- 
tion given the predicted total 
expenditure on art of around 
6750m in New York over the 
next fortnight - got off to a 
sound but not startling start 
cm Monday when Christie’s dis- 
posed of contemporary art for 
just over S40m (£24m). 

The downside was the 25 per 
cent unsold. This would have 
been reasonable three years 
ago but since then contempo- 
rary art has taken off, almost 
rivalling the Impressionists in 
value, and the high bought in 
percentage reflects the caution 
which has entered the world’s 
financial, end consequently the 
art market, in the last six 
months. 


Still there 
impressive prio 
66m (£3 .6m) pa 
Gallery at Tok. 


were many 
, nor least the 
hy the FuJJl 
> on behalf of 


era. Should he ton (201 7777). 

Nob (National Noh Theatre) 
Ataka: the famous stray of the 
servant Beufcd and Ms lord 
Yoehitsune, who disguise them- 
selves as itinerant prlasts to pass 
a military checkpoint. Known 
also In kabukl as Kadfncha. Wed 
at 1pm (423 1381). 


Mr Wanibuchi, a Japanese 
businessman, for "Kiss n,” a 
large canvas by the arch pc® 
artist Boy Li ch t en st ein of two 
lovers kissing. Painted in 1962, 
this cropped, cartoon style, 
painting needs no words. It 
was a record for Lichtenstein 
but plum in the middle of its 
estimat e. 

The New York dealer Rich- 
ard Grey paid &lftn (£3m) for 
“Pfese Cheveu" by Jean Dubuf- 
fet, painted in 1962 as part of 
his Paris Circus series and 
showing all the vitality of Us 
subject It was a record for the 


artist, and went comfortably 
above forecast 

The Gagosian Gallery paid 
63.74m (£2J24m) for "Untitled 
XU" by de Kooning, a 1982 
work to which the symbols 
inherent in landscape are 
explored through subliminal 
references to nature. “Brown, 
black and blue” by Rothko 
went for 63m (£l-8m); “Round 
the World" by Sam Francis for 
6L3m (£L2m); and “Untitled,” 
one of seven paintings from his 
"Back series” for 61-lm 
(£658,6783), a record for this 
artist The height of the can- 
vas, 69 inches, represents the 
height of his wife but the origi- 
nal intention of making It 15 
inches in width, reflecting his 
wife's back, was defeated by 
aesthetic second thoughts. 

Another record was the 
8LUa paid for “19S5-D," a red 
canvas by Oyfford StilL The 
price was way below its top 
estimate of $5m, reflecting the 
fact that the auction houses 
are well aware feat they are 
operating in a less cer tain eco- 
nomic climate, and are advis- 
ing vendors to accept conserva- 
tive bids. 

In all there were ten artist 
records and eleven lots topped 
$lm. it all goes to show that 
the art market is ermfoy down 
from the peaks of a year ago 
but is stabilising at a high, hut 

perhaps sustainable pdee level 

Antony Thorncroft 
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The training 
challenge 

THE history of British vocational training and education 
is largely a history of failure. Good intentions have never 
been translated Into effective action. As a result; more 
than a century after concern was first voiced, Britain still 
possesses neither a network of high quality technical 
fanFiQolg nor a flourishing industrial training system. Com- 
panies. and ptw mwwnt have all failed to address 

the needs of the average employee. 

The need to improve training is now widely recognised. 
Changes in the nature of work have rapidly increased the 
awn dpmanda of most jobs. Companies and other employ- 
ers require flexible, well-educated staff capable of showing 
initiat ive and responding rapidly to changing circum- 
stances. Training programmes need to be broadly based 
and not tied to the short-term needs of particular Jobs. 

The UK Government has accepted the case for reform. It 
is creating a network of 82 employer-led Training and 
Enterprise Councils. The TECs will be expected to assess 
local t raining needs and find ways of meeting them. They 
will assume responsibility for publicly-financed schemes 
for training young people and unemployed adults. 

A second plank of policy is to set clear national training 
standards. The National Council for Vocational Qualifica- 
tions (NCVQ) is attempting to rationalise a jungle of 
vocational qualifications created over decades by a pleth- 
ora of grant-awarding bodies. Existing qualifications are 
being slotted into one of four ascending levels of voca- 
tional competence. The NCVQ is also vetting a wide range 
of new vocational courses, many in sectors which did not 
previously award formal q rwilifii-aHnng. 

Experimentation with training credits or vouchers is a 
third - and more tentative - strand of policy. Young 
people in pilot schemes run by TECs will receive credits 
with a face value of up to £1,500. They will be able to 
spend the vouchers on training offered by their employers 
or by specialist training providers. Credits are intended to 
play a motivational role - both encouraging youngsters 
to invest In their own futures and dissuading employers 
from offering jobs without training. 

There Is much to welcome in this policy framework. The 
TECs seem to be generating considerable support in the 
business community; «nrh tmthnwiagm is a vital precondi- 
tion for a successful reform of training. The wwi M watiwi 
of national competence standards, overseen by the NCVQ, 
and flexible delivery of local training programmes, over- 
seen by employers, represents a judicious balance between 
central direction and local autonomy. Training credits 
demonstrate a welcome willingness to embrace new ideas. 

Wrong signals 

But big problems’ remain. The Government is right to 
axgua that industry should spend more on training. But it 
is sending the wrong signals by sharply cutting its own 
spending just as TECs are trying to support. The 

budget for youth training is being cut by 25 per cent over 
three years. Allowing for inflation, this implies a real cut 
of perhaps 40 to 45 per cent. 

It would make more sense to maintain the real level of 
expenditure on youth training. The demographic dip 
would then allow a rise in per capita spending and a 
long-overdue improvement in the quality of programmes. 
In the past, far too many youngsters on government 
schemes have ended up (at best) with rudimentary qualifi- 
cations. This was partially a reflection of funding: quality 
training cannot be provided an the cheap. 

Funding; however, is only part of the story. In t raining , 
the Government must also provide (dear leadership: it 
must set the goals by which the community as a whole 
win be judged. Last year. Sir Norman Fowler did just this: 
half the employed workforce, be said, should achieve the 
NCVQ’s level three (roughly the vocational equivalent of i 
A levels) by 2000. Mr Michael Howard, his successor as 
Employment Secretary, has dismayed many in the train- 
ing world by refusing to endorse such goals. He argues 
(wrongly) that the narrow perf o rmance targets set Individ- 
ual TECs are a substitute for these wider objectives. 

TECs, moreover, are clearly a product of the 1980s when 
the priority was to cope with sharply rising youth unem- 
ployment rather than to boost skill levels. Around 90 per 
cent of their budgets is absorbed by programmes targetted 
at the young jobless and the adult long-term unemployed. 
Such schemes ftilfll important roles but they do not 
address the training needs of the bulk of the workforce, 
nor do they offer a substitute for the rigorous apprentice- 
ship schemes found abroad. 

National standards of vocational competence are crucial 
if Britain is to raise the quality of training. Yet it is for 
from clear that the NCVQ’s approach is sufficiently rigor- 
ous. In continental Europe, examinations are externally 
set and marked; and trainees have to pass both written 
and practical tests. Similar procedures are necessary in 
Britain if employers are to take vocational qualifications 
seriously. An increase in the breadth of vocational courses 
Is also essential: on the Continent, in addition to master- 
ing a wide range of technical skills, trainees are normally 
also expected to continue studying academic subjects such 
as maths and languages. This ought to happen in the UK. 

Lack of teachers 

The UK’s educational r efo rms are threatened by a lack 
of qualified teachers. The same constraint applies in youth 
and adult training; difference is that it is almost 
certainly more severe. After decades of neglect and the 
near disappearance of traditional apprenticeships In many 
industries, the UK lacks the human resources required for 
a training revolution. It has nothing to compare with the 
West German Meister. who plays such an Important part 
in the training of young recruits. If Britain wants to raise 
the standard of industrial training. It must invest 
resources in the training and certification of t > oute r s. 

As the Government seeks to improve youth and adult 
training, it win have to co n fron t two fundamental ques- 
tions. The first is the risk Involved in relying so heavily 
on voluntary action by employers. There is no guarantee 
that the present burst of enthusiasm will last Employers 
do not have a direct interest in the training needs of the 
wider community: TECs, like so many previous initiatives, 
may easily prove a disappointment 
During this century, the school leaving age has risen in 
tandem with the intellectual demands of emp loyment It 
may now be time to consider an element of compulsion in 
training. It would not be draconian to insist that oU 16 to 
IS year olds engage in some form of part-time training. 
Legislation that obliges companies to release youngsters 
for training would do more to concentrate industrial 
minds than any quantity of ministerial exhortation. It 
may be the only way quickly to raise skill levels. 

The other fundamental is thn role which whnnTii 
should play in vocational training: The absence, of a tier of 
technical schools comparable with these found on the 
Continent and in Japan is the single biggest failure of 
British post-war educational policy. But if the 14 to 18 year 
old curriculum was reformed to meet the needs of the 
majority, many vocational qualifications could be 
achieved by students in fiiil-time education. A more deter- 
mined attempt to raise the school staying on rate must 
accompany efforts to expand employer-led training if the 
UK economy is to remain competitive in fixture decad e s. 
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B osses at the French glass and 
piping group Saint-Gobaln 
must have permitted them- 
selves the odd triumphal look 
in the direction of Britain in recent 


First came the anno u ncement two 
weeks ago that Salnt-Gobata had 
agreed to buy Norton, the US abra- 
sives and industrial ceramics com- 
, to r <L9 bn - 20 per cent mare 
Britain’s BTR had been offering 
for t he company. Then last 
week the French group bid £9&5m for 
the UK glass fabricator and distribu- 
tor Soiagass - right cm the doorstep 

its British rival Pflktogton. 

Salnt-Gobain's moves are merely 
the latest in a series of ever-larger 
fo rei gn by French stale 

and private companies over the past 
two years. 

Among tiie Mggar deals have hw«n 
rtw ainwifairrm company Pechtaey’s 
Slbn takeover of American National 
Can in 1988, BSN’s SLISbn purchase 
of Nabisco’s European biscuit 
operations, MkheBn’s $L5bn deal to 
acquire Uniroyal, and Rhone-Pon- 
lenc’s multi-stage takeover of Borer, 
the US company. 

The total value of French acquisi- 
tions abroad has sky-rocketed, to 
FFr76bn in 1968 and FFrlOBbn in 1988. 
And in the process, French companies 
like Saint-Gobaln - regarded as tired 
h nBhwMffi in outmoded indnatHpa — 
have pgFnMigNpH new international 

iT wHHHty H hug taVan wiiff a Httw> 

bnt we are now taken seriously,” 

fright! an in nHii fa mmt han1cw > 

What fai behind *hi« imriAw stam- 
pede overseas? And are French com- 
panies in itoigw of hiring off more 
than they can chew? 

The surge of activity is partly 
explained by the state of French 
*i n«« rial markets. The Paris stock 
market has been moving steadily 
upwards ever since the auh of Octo- 
ber 1987, and, irafflra A»wr wriumpiB, 

its momaitma has not slowed down 
this year. Second, the strength of the 
franc and the downward trend in 
French lnt t w i rt ra tes w av— debt fin- 
ancing much less of a finance direc- 
tor's nightmare than in the UK 

But there is more to it than that. 
French companies have also been 
reacting to the unleashing of an appe- 
tite that had for years been pent up. 
Exchange controls, in conjunction 
with the strength of the dollar in the 
mid-1980s, once ruled out any North 
American acquisitions. The national- 
isations of 1961 reduced the freedom 
of many of the largest French compa- 
nies tO wake acquisitions iiIwmiI, »mrt 
made them less welcome when they 
tried to do so. And in any case, the* 
balk of French business used to be 
strapped for equity capital and 
heav il y overburd ened with d ebt — 
hardly coodncive to a takeover hinge. 

These constraints no longer exist 
Exchange controls finally disappeared 
at rile beginning of this year, but for 
companies they had already been 
largely «H«iw»nHwi wane be f ore. 
Nationalisati on, too, has c ea sed to 
a f fe ct the important companies pztva- 


George Graham on French foreign takeovers 

Voracious appetite 
for acquisitions 


tised between 1988 and 1968. Those 
that remain in the sta te sector have 
beep encouraged to abroad, 

and to finance their expansion by tap- 
ping the CMiU markets wltli a vari- 
ety of finlrniTMmfaL 

The financial position of French 
companies, too, has chang ed radi- 
cally. A study conducted By Cr&ttt 
National, long-term financing 
institution, shows that a of 

about 50 of France’s largest compa- 
nies boasted net losses of 

FFzTbn in 1982; they barely broke 
even in 1963, but moved to c ombine d 
profits of FFri02bn last year. Their 
total haa bean radnead from 4J> 
tfanwi Midi flow <»*ri 16 tiiww eouitv 
in i f>86 to 18 rimpw mdi flow 77 
per cent of equity in 1990. 

Many French c ompan ies have also 

feW iqmn ' ml to by rin> I t n ptmrt. 

tag changes in their business environ- 
ment. The tip of flw> Euro- 

pean Internal market in 1993 — 
formerly viewed by many French 
managers as a threat is now seen 
as a gleaming opportunit y. It has 

p rm p fo d rmnp«n |||| fai IS «W. 

feront- mi chemicals ami insurance to 
liwfffn a quest for v- i Hfam i mass 

th mig'hfc warBB M Ty in empata in rid* 

new, wider arena. 

French companies are certainly 
assisted in this search by the relative 
lack of financial market pressure. 
They yf fo n i to a longer-term 
view of the profitability of their 
li i ii wl i i nmt* H w n Ihntr “Anglo-Saxon" 


to the UK «• US. 

Baris Bourse may make the 
same kind of analysis as Wall Street 
OF the City — flharan nfbqi fell dim ply 
in the short term, as Satat-Gobata’s 
did two weeks ago an the announce- 
ment of a large takeover. But the man- 
kat sa n ction is. not as heavy: fat even 
though French <MW|w si «w appur to - 
spend fhrfr Hwib building “hard 
cores" of friendly shareholders and 
setting up other forms of takeover 
defence, they actually have Httle fear 
of a hostile Md. 

“There are not many takeover bids 
in France, and hardly any of them are 
hostile; and we certainly don’t have 

Miy wiHart wiring fai tafcw ari wmfap 

of a te m porary weakness in a com- 
pany’s share price. Instead of being 
obsessed by thefr short-term financial 
results, companies look at 

long-term issues," says a leading 

Vi wndi ia b w Bi w mHutw. 

Managers such as Mr Antoine 

Whnnri, d t alriin n Qf tike BSN foods 

group, though apparently obsessed by 
tiie fragility of their are qmto 

happy to earnings dilution 

after a major acquisition, force years 
Is widely "g*™, both by bnamssa- 

n mw ant^ Jjy Bwh rinamufatl analysts, 

as a reasonable time horizon for earn- 
ings per sha re to return to their pro- 
acqntettion level. 

Mr Biboad showed with his 
restructuring of Gfafrals Biscuit that 
be is rwpnhfe of k m a S n g Hihi bargain 
(altftongn hte acquisitian last year of 


Nahteco’S biscuit in terest s has been 
digested much more quickly). 

The irony is that France's state sec- 
tor, which tended in the past to show 
a breathtaking nonchalance about the 
profitability of its in ve s tments, is now 
perhaps more concerned about finan- 
cial returns than the priv a te sector. / 
Chairmen of Fftmch - state-owned 
com panies are appointed for three-' 
year terms. These days, the best stay 
of ensuring that your appointment is 
renewed - wha tever your political 
friendships - is to produce profits. 
One case in point is Mr JfeanBcnE 

cals, group but retained ’when the 
sori a lis t s re tu rned to power in 1988. 

As far as the private sector is con- 
cerned, however taking the long view 

btmI ( y y if wih'a Hn^ m wm 1 mm Wa 

disadvantages, especially given the 

tmiw Ia i wHwi aiW H Him lhig p mnnmiB 

growth in the industrialised wurkL 

II — lyJi iiM a miiinw SibI wumpnwtai 

pay too much for targets they know 
too Uttie about - a charge levelled at 
Satat-Gobata in the case of Norton. 

-ft may mean. that they are strebfo- 
lng their homo-grown management 
reso u rces too tfahdy. The amttty of 


French corporations to walk 
folly with foreign m ana geme n t s fa ~ 
large-scale ventures, remains 
unproven. Some critics point to .a 
destruc tive tendency to try and 
impose French Mwwgwnimt values 


Vive la difference 


The British have a f 
gfe na t ■*♦«"*» Sf w« iii fi| 

hw i rii iM i ul ii gi rinrfwi — 

markedly so in the case of BTB, 
writes Tony Jackson. “Thus hr," 
says Sir Owen Green, Bncs 
chairman, “we have never dons a 
stogie acqui sition th at i nvolved any 

In yea r one ." 

The BTB approach to prices paid 
for acquisitions is ruthlessly 

, In essence, It involves 


’ working capital, 
investment ami so forth, and 
calculating the payback period. On 
a pretax baste, the typical 

: would pay for itself 
ifour years. 


According to a BIB executive, 
there is a strate g ic purp ose behind 
tide dtedpHna. ribs reason we keep*. 
within the guideline* Is that it's very* 
necemary to keep refr eshing your 
cash parse. That enahiti yon evary 
three or four years to move on 
perhaps to a new technology, or even 
a new thrust for the badness.” 

This could per haps be painted to . 
as an instance of the shortteniifam 
: in the 
ieultnre.The 
te that in BIB’S case, it 
pr w If H ifv rim f good h 

By my i urtniHny , B TB* t f lmn-fe l 

perform ance over the past decade 
• to Saint Gabala's. 

Saint i 

have grown by a foctor of five, BlB’s 


hya 


■of 15. Saint GobahtfaJ 

■net return on sales has ■ 
cent. Bugs Alper rent. Saint 


jUpa-san.vix'fiupercMtt.a 

.Gboatn’s’ return ah dUBAoBufl 
fiunte in the latest comparable year 
was 21 per cent, BTR’e S6BH 


Sir Owen te; 
about the i 

company snch as Saint Gobata to 
pay each prices. “Through the Qty 
or elsewhere, we don't have the kind 
of suppo rt which I suspect the French 
havc. A n d it’s i n tere sting flat the 
French Gmc nJi U Bii has a stoke in 
Saint Gobata. I'm sure thae*s a' ' 
geopolitical aspect to French buying 
otherwise I dent see 
i the i 


on foreign acquisitions which have- 
nourished independently under a - 
quite different management ctdture. 

In sane cases, the quest for size has 
also been pursued almost at the 
expense of a dearly-focused business 
strategy. "The industrial logic of 
many of these foreign takeovers isn’t 
always very dear. There te a naive 
search for scale," complains one 
French management consultant. 

"The dominant reasons given for 
acquMtkms are always strategic size 
and market share. It is rare that any- 
one talks about shareholder value,” 
co mm e nt s another consultant. . 

Take, for example, the FFrlObn pur- 
chase of a controlling stake in . West 
Ge r m any ’s second largest insurance- 
company, Colonia, by the Vlctolre 
insurance group- last summer. This 
may yet -turn out to have- been a 
stroke of genius, text it cannot sect 

nmJy he nu d w tai r mri • that Mr Jwm. ■ 

Marc Vemes,-.Vlctaire’s then head,' 
- had more - than a hazy idea of what 
: exactly he was buying. - 
- "The French are bad negotiators in 
takeover bids; they arrive on the 
scene too- late and they pay too 
much,” says a Paris banker. 

The performance of tnr»»<g w -ac nulil- 
rtnmi under hna 

been distinctly mixed. There have 
been resounding successes such as 
the purchase of Big 8 in the U& by Air 
liquids, the industrial gases group. 
At tiie other extreme, some compa- 
nies are already suffering for having, 
paid too much for their prey: last 
year, the state-controlled -oil group . 
Elf-Aquitafoe took a FFr3bn writeoff 
on its purchase of TkxasguU; the US' 
phosphates company. Oeariy, Texas- 
gulf was too expensive. 

Saint-Gobaln, how e ver, cannot be 
accused - of rushing in to boy Norton 
without doing its homework properly . 
It is befieved to have been studying 
the company for eight years. And 
with Mr- Felix Rohatyn of Lazard 
Fraras, one of New York's most expe- 
rienced dealmakera, as its: main 
adviser in tiie US, it can scarcely :fae 
said to lack ne gotiat ing . 

By s t a mping into the middle of a 
takeover battle, Saint-Gobaln te pay- 
ing what Mr Jean-Louta Baffa, the 
«MmuiH [ describes as-a 
"ton .value" price. T would never 
have Jahnchea an unfriendly bid," he 
said after the Norton amio nncBment 

In fact, with a few exceptions such 
as hutitut Utriens’s purchase of Con- 
nsnght BtoSdenoas in Canada, recent 
French acquisitions in North America 
have all been friendly. Paris invest- 
ment hankers argue that it is per- 
fectly reasonable for a friendly bidder 
to pay apremtam - as Seagram, tiie 
Canadian' drinks group, did in the' 
opposite direction, in its Inttie with 
Grand Metropolitan of the UK ite con- 
trol of the MarteH cognac c o mpany. 

"With a friendly takeover, it te legit- 
imate to pay more, because you can 
extract the advantages from the. 
m erger much more quickly.” says aha 
merchant . banker. Maybe .so, but 
French companies are in a unique 
position-lo afford such Judgments. .. 


Intellectual 

banker 

Attali, 46-yearold 
adviser to French Frasi- 
Francois Mitterrand, has 
long been a strong favourite 
to become the president of the 
new multinational bank for 
helping eastern Europe, the 
European Bank for Reconstruc- 
tion airi Development. 

He dreamed up the idea of 
a new bank for eastern Europe; 
he persuaded the French Gov- 
ernment to promote it, and 
he has chaired the interna- 
tional negotiations to settle 
its statutes and terms of refers 
ence. By rights, the EBRD fa 
his brainchild. 

Bat his candidacy has not 
been trouble-free, if only 
because France is already 
e xc ess i vely favoured In the 
top international Jobe. At pres- 
ent. there is a Frenchman who 
is the President of the Euro- 
pean Commtedoii (Jacques 
Defers), there is another 
Frenchman who fa the Secre- 
tary General of the OECD 

(Jean-Claude Paye), there te 

a third Frenchman who is 
Managing Director of the IMF 
in Washington (Michel Cam- 
dessus), ami there fa a French- 
woman who is the Secret ar y 
General of the Council of 
Europe (Catherine Latamttre). 

Moreover, when France suc- 
ceeded in getting Mr Michel 
Camdessus appointed IMF 
Managing Director in 1987, 
whom did he defeat? Mr Onno 
finding of tie Netherlands, 
ft looked as though it might 
be difficult for other countries 
to accept another French vic- 
tory at the expense of the same 
Dutchman. 

Mr A ttaH tew nh nnifcmt 

claims to the brand of intellec- 
tual brilliance which is so 
admired in France. Be has 
been special economic adviser 
at the Elysee ever since Presi- 
dent Mitterrand was first 
elected in 198L In addition, 
he is a remarkably prolific 
author, with 14 books pub- 
lished to the last 17 years, 
mainly solemn Intellectual eco- 
nomic or social science trea- 


Observer 


ttees, and a novel in 1980 which 
won a Grand Prix du Roman. 
However, a biography about 
the late Sir Slegmtmd War- 
burg, was less well received. 

ft baa to be said that not 
every b ody te France is an 

imipiaWflwi nifirrir pr nf Mr 

Attali, h o wev er. In tiie recent 
biography of President Mitter- 
rand by RanxOlivier Gtesbert, 
Attali is depicted as an anxious 
and obsequious courtier, ever 
watchful an coming s 

goings in the President's outer 
office. Gtesbert also blames 
him, together with Lament 

Fablns, a farmer French Social- 
ist Prime Minister, for having 

persuaded President Mitter- 
rand to undertake the disas- 
trous French reflation of 
1981-82. ft te not a record which 
will endear him to every Inter- 
national banker. 


Irish problem 

■ Ireland te g earing itself up 

important than its EC Presi- 
dency Dublin summits. 

It goes to Italy next month to 
compete In the finals of the 
football world cup, the first 
time the country has gone so 
far in the competition. But 
there are a few problems. 

The Irish have been drawn 
in the same group as England 
and the Netherlands, whose 
supporters are not exactly 
known for their gentlemanly 
behaviour. The Irish teem has 
"tin not guoceeded in finding 
a hotel The police cm Sardinia, 
where the firet matches are 
being played, say the ana the 
Irish picked initially is too 
dose for comfort to tfce English 
feam' w j MM H WWM l iH m. Thm 

there te the question of team 
anthems. In deference to their . 
hosts the Irish supporters 
boom oat *Que sera, sera, 
whatever will be, will 

be . . . We’re off to 
Italy” . . . But the Dutch are 
obviously out to confuse the 
Irish with their team song, ft’s 



wiHtlwl “HanH fa lumH «np. 

potting Orange”, and te sung 
to the tune of the very Irish 
“Danny Boy". 


Reunion 

■ EC cammbdoners will look 
for any excuse to spend time 
in Brussels, rather like that 
breed of old boy who can’t 
keep away from hfa old school. 
An honourable exception is 
Lord Cockfleld. who returned 

to Brussels on Monday nlgltt 

for the first time stace his 
departure as Internal Market 
Commissioner almost 18 

months ago. 

The occasion - a dinner 
In his hohour given by KPMG, 
for whom he fa a consultant 
and special adviser on Euro- 
pom affairs - provided an 
opportunity to warn business 
not to take progress in the sin- 
gle market for granted, and 
to urge EC politicians to "aim 
high" in their negotiations 
with eastern Europe and the 
countries of fixe European Free 
Trade Association. 

Characteristically he also 
had some fun at the expense 


of Mrs Thatcher, 
that the effect of her 
Bruges speech was to push 

pnHttei l ^rifon te tog iwitao 
nftto f fan n w nnf l y i ynAi . Hfl 

said he folly agreed with the 
British Prime Minister's desire 
to achieve a definition of this 
idea, before addingafter a suit- 
ably dramatic paused Mrs 
Thatcher wants to define ft, 
to frustrate ft. And I want to 
define it, to acSteve it”. 


Belly 


up 

■ My friends in Hollywood 
tell me that same of the biggest 
bar office dollars these days 
are being generated by turtles, 

thw waHring fttirt faiTVrng «41n. 

fold variety that is. Some six 
weeks after its release — Teen- 
age Mutant Ninja - the story 
cf four super-hero turtles who 
were dipped into radioactive 
glne and transformed into 
crime fighters — has grossed 
a Startling $104Jm <£62.7ta). 
The size of the revenues 8«g- 


_ turtle-heroes with 
names such as lflchadangelo 
and DomaMk^te attracting 
a fair number of grown up kids 
as wdL The turtle saga te also 
giving a Mg boost to New Line 

qnema, a small New York pro- 
duction bouse that te toping 
to expand its film-making 
activities in Europe. Whether 
European audiences will be 
swept up in turtle fever quite 
as much as the Americans, 
is, of course, another matto. 


Chopsticks 

■ For readers In Asia Irked 
hv th e wwtinnwi mb nf thu 
colonial term “Far East”, a 
solution may at test be on 
hand- Until now, a lt er na t i ves 
such as “east Asia" or “north 
east Aria" have either been 
pedestrian, or inaccurate, but 
one frust rate d reader has at ■ 
last offered an accurate and 
ev oc ative a lternativ e — the 
"Chcpstick Brit.” 


William Hall 



Only JAL bava installed, a -seat that 
Is a breakthrough ia design.- Amongst 
other features it is wider, has special 
iaiebaV support and can recliale further 
xhaa before.- New Executive Class Is. 
available oa <>oa-«op flights. 
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Hie loosest -postwar eemujffty 
recovery ought to have, pro* 
vlded the perfect backdrop for 
banks across the world to 
rebuild their profitability end 
capital after the rigours of the 
Third World debt crisis. Why, 
then, do they now confront the 
1090s with a whole raft of new 
problems? Sven the key pole 
of the banking system In name- 
tary pobcy, this question is of 
overwhelming importance for 
economic ' management. Yet 
despite dear evidence of a 
structural fault in large parts 
of the global financial system 
ft features surprisingly little on 
the wider policy agenda. 

The sheer relentlessness 
with which bad news has been 
emerging from the banking 
sector sugg e s t s that the omis- 
sion win he remedied before 
long. The catalogue of acci- 
dents so far this year ranges 
from the ever-mounting bill for 
the rescue of the US savings 
and loans (S & Ls), through a 
global rash of bad and doubtful 
debts in real estate and lever- 
aged tra n sact ion s, to the prob- 
lems of individual institutions 
such as Britain's Midland 
Bank, which has suffered from 
an ID-Judged speculative bet on 
falling interest rates. 

Clearly there is a cyclical 
dement in all this. Bat *h«* 
cannot explain the persistent 
appetite that bankers have 
shown over the past decade for 
obviously poor risks. Indeed, 
the outsider could be forgiven 
for *HfnlriT*ff that the hawViTig 
sector is an accident perpetu- 
ally in search of somewhere 
else to happen. Nor is the 
Impression entirely without 
foundation. The bankers are, 
in fact, victims of partial dere- 
gulation, whereby the lending 
side of the bank balance sheet 
in many countries has been 
opened up by liberalisation to 
a ferocious competitive disci- 
pline, while scarcely any disci- 
pline exists on the H»hwti»g 
side at alL 

First, consider the laser side 
of the equation by looking at a 
little history. In the US bank- 
ing system, interest rates used 
to provide an effective Instru- 
ment of monetary control 
because lending was done at 
fixed rates. If the hanks’ cost of 
funds rose in response to mon- 
etary tightening *Iia profitabil- 
ity of thrir «nrigj -l ng Irwr^ fr pplf 

dwindled, while the rate they 
charged new loan customers 
was high enough to deter new 
business. In Britain, where 
variable rate o v erdraft s were 
the norm, the authorities 
depended more heavily on 
administrative controls to 
restrain credit. In a fixed 
exchange-rate system but- 
tressed by exchange controls, 
the credit creation process 
tended to be self-correcting. 
Whan- the central bank was 


A case of vertigo 

John Plender looks at a deep structural fault in 
the global banking system 



forced to defend a currency 
that was weakening in 
response to lax monetary con- 
ditions, the banks* funding 
dried up. _ 

Today the Bretton Woods 
fixed exchange-rate system is 
long gone. The. Americans 
have floating rates on both 
tp M « 3 of the balance sheet and 
the British have abandoned 
credit controls. Banks no lon- 
ger feel JgogsJMi pain when 
interest rates change because 
the burden has been shifted 
onto the customers. The cen- 
tral hankers are also more 
prone since the collapse of 
Bretton Woods to provide 
liquidity to preempt shocks in 
credit markets. This is one of 
several factors, well summar- 
ised in a recent essay by Mr 
Zvi Schloas, a former chief 
executive of the DK subsidiary 
of Bank tnwi Le-Israel*. that 
have progressively weakened 
the link between the granting 
of credit and the creation of 
resources needed for the repay- 
ment of interest and principle. 

By definition, the most prof- 
itable opportunity to hanking 
wm tend to be high-risk propo- 
sitions which depend on fixture 
refinancing,, while sound 
setf -Kqnidatixig credit is likely 
to be low-risk, low-reward. 
Hence, in a deregulated mar- 
ket, the rapid growth in lend- 
ing based bn the »Hiiannp H> ff Of 
coatinnoas refinancing, 
whether to property, the Third 
World or the leveraged buy- 
outs that have helped generate 
the US corporate debt moun- 
tain. The temptations are 
greatly increased by file wide- 
spread use of sophisticated 


forms of insurance such as 
swaps, caps, fixtures and 
options. Modi recent p rope rt y 
lending in Britain even 
been directly underwritten by 
Insurance companies. 

Yet the risk in the s y s tem as 
a whole increases because of 
moral hazard — the induce- 
ment to behave carelessly 
when insured by someone rite. 
The result of all this is a 
vicious circle in which the 
demand for credit increases 
because repayment swim are 
perceived to be less onerous. 
More lending becomes insensi- 
tive to rising interest rates, 
while good borrower s are pen- 
alised because rates are WgW 
than they would otherwise be. 
Bank profitability becomes 
subject to more a more volatile 
boom and bust cycle. 

to a folly deregulated market 
the depositors themselves 
would provide a discipline 
against the resulting build-up 
of unsound debt bmmiw fan - 
of a banking failure would 
cause deposits to be withheld 
or withdrawn. Yet deposit 
insurance removes the need for 
people to ask why a bank was 
offering above-average interest 
rates. So, too, does the biggest 
form of fonniTMTieg conducive to 
moral hazard, the central 
banks’ rede as lenders of last 
resort. Large and even not so 
large banks are no longer 
allowed to go boat; and bank- 
ing supervision has been made 
more difficult because of the 
International diversification of 
bank loan books. Nor does file 
ownership structure provide 
any real disripllnfl — witness 
the way to which Midland con- 


tinues to stagger from one cri- 
sis to another. 

The result of sD this is that 
risk gravitates naturally to 
those parts of the financial sys- 
tem that are heavily insured; 
and a compulsion towards 
imprudent lending has been 
firmly implanted into the sys- 
tem. Capital adequacy require- 
ments, the chief weapon to the 
armoury of banking supervi- 
sors, offer no real solution. If 
anything, they encourage the 
'double or quits’ mentality of 
the hanker who tries to grow 
his way out of trouble. 

Small wonder the coun- 
tries with the most sophisti- 
cated, liberal financial systems 
have fallen prey to excess mon- 
etary expansion. The creation 
of mousv. an tomoriant public 
good, has been Infected by 
moral hazard. And because the 
authorities both supply funds 
to keep the system afloat while 
simultaneously raising interest 
rates to cope with excess 
money and credit, they have 
created the perfect conditions 
for stagflation. 

Diagnosis is easier 
core. Full deregulation of the 
deposit ride of the banks’ bal- 
ance which would rein- 
troduce iWflrfplhte at high COSt 
to small, flimwrfaiiy unsophis- 
ticated depositors, is politically 
unthinkable. A more obvious 
half-way house remedy, which 
would help prevent further 
trouble to the S & Is for exam- 
ple, would be to reduce deposit 
insurance cover below 100 per 
cent and to li mi t insurance to 
individual d ep o s ito rs instead of 
individual accounts. Alterna- 
tively, since this insurance 


• f. ’ 


User-friendly electoral system needed Reality of ems 


From Mary Ceorghfou. 

Sir, Whatever the eventual 
in terpret a tion of the results of 
the local elections, (“Not every- 
one is ready for Labour,” May 
5) and whether or not lain 
Mactood was right that people 
vote from the wallet (or 
purse?), two filings seem to be 
(dear: there has been no return 
to two-party politics, and 
national opinion polls, when 
asking people who they want 
to form the next government, 
do not necessarily translate 
into results on the day. . . . 

The reason why it takes 
psephologists so much time, 
and so many column toch p* to- 
gy plalu results is 
actually do not ton 118 why peo- 
ple are voting or whet they 
want from government, local 
or otherwise. 

I am beginning to wonder 
what file point is of elections 
when pohtirians .can interpret 
them to claim support, at least 
in parts of the eotuitry,- for 
there own view point ft pro- 
vides them with justi fi c ati o n 
for not listening to . O pposin g 
opinions, which is probably 
where most politics goes 
wrong; 


End listing 
anachronism 

Fran Ur Alan XXauumd. 

Sir, Is it not time for the 
Stock Exchange to amen d its 
listing requirements so that 
quirted companies can no lon- 
ger retain a listing for thtfr 
“A" ordinary non-v oting 
shares? This class of equity 
should now be enfranchised. 

There are some 00 quoted 
companies that still hav e th is 
qpfaif two-tier capital struo 

tore. Following the Qovem- 
foeot reHnqutemngfte ‘'GflMen 
Shares” in Britod end Jaguar, 
surely the time has come when 
this anachronism should be 
laid to rest Also, by 1993 EC 
legislation will require London 
to comply with European list- 
ing Requirements when “A” 
shares will not be permitted.. 

ff London is deemed to be 
Europe's financial capital .then 
quoted companies Should be 
seen to have a level playing 
field. This would be particu- 
larly true since stone Aquaacn- 
tum ordinary shareholders 
recently complained about 
Renown’s cash offer. 

Alan Diamond, 

20 York Terrace West, 

Regents Park, HWl 


The present electoral system 
could be the culprit Many peo- 
ple think first past the post 
voting is simple because we 
are only asked to use one X to 
register all our feelings. With a 
voter-friendly system de sig ned 
specially to fit the British ptoto 
jeal scene it might be possible 
to show our honest support of 
a local candidate, even one 

With X10 ffharmw- 

We could indicate a prefer- 
ence between the two most 
likely contenders and take part 
tajehoostog our government 
wherever we . lived. It might be 
more complicated than E-vot- 
ing which predates adult liter- 
acy, but it has not defeated cit- 
izens elsewhere in the new 
Europe. We did eventually 
ab safion! 


Thatcher as Prime Minister 
has cured people of belief in 
minority party monopoly gov- 

Most of us in the Party 
believe with Mr Neil Klimock 
that *a primary purpose of 
being elected to power by the 
people is to get as much power 
as possible bade to the people.” 
So why do we cling on so 
firmly to the present electoral 


1 Labour Party is heading 
for a -future as a European- 
minded, European-style party. 
K is considering other electoral 
systems for devolved and 
regional assemblies, for the 
refonned Htexse cf Lords and 
for electio ns for Europe. But it 
‘still looks as if ft wants 
untrammelled Westminster 
power... 

Eleven years of Mrs 


Without altering its collec- 
tive mind about elections to 
the House of Commons, the 
Labour Party can promise now 
that when to government there 
will be a Speaker's Constitu- 
tional C on feren ce or Commis- 
sion to discuss the many demo- 
cratic and constitutional 
changes we are already propos- 


when people say why 
they should trust fixe Labour 
Party we wfil he aide to reply: 
"Trust us, we are not like the 
present Government; we are 
going to listen and share power 
with people.” 

Mary Georghton, 

Jzibovr Campaign for Electoral 


GvRdfvrd, Sump 


Title reflects true nature of job 


Front Mr. Rkfuud Buttock 
Sir, The EOF has read with 
interest Della Bradshaw’s 
report (“Quality game of follow 
the leader,” May S) on relations 
between Japanese electronic 
equipment makers and their 
suppliers. Her article covers 
both suppliers of components, 
and also those who undertake 
"board-staffing* and other 
assembly operations trader 
aawtygct fo OEMs. 

WBh regard to the latter, she 
writes that the Japanese have 
abandoned the tens "subcon- 
tract. company.” Coin ciden - 
tally ,we have done the same. 
Thus, the name of the g roup 
we are jointly setting ffl> with 
the Printed Circuitlntercon- 
neetjon Fede r ation to cater for 
the needs of this rapidly 
expanding sector. Contract 
Electronics ' Manufacture 
(CEkQi was adopted at the 
recent Inaugural meeting 
attended by more than 30 
members. 

We behove that this title bet- 
ter reflects the significance cf 
this activity which, as Della 
Bradshaw points out, offers 
OEMs vary cost-effective man- 
ufacture and the highest qual- 
ity standards. UK companies 


have a high ly p rofessional 
competence in CEM. and one of 
the priorities of CEM is to pro- 
mote this capability both at 
home and abroad. 

fr. has kmg been an impor- 
tant objective of the ECIF to 
encour ag e closer ties between 
our members’ manufacturing 
components «*r>a that** custom- 
ers to their mutual benefit, 
Della Bradshaw quotes the 
care of a UK components sup- 
plier which apparently felled to 
recognise the importance of 
longterm rabrtfooriripa 
1 am sure this is unusual. 
Too ns™ EC3F members seek- 
ing such relationships find 
their UK customers more inter- 
ested to placing small orders to 
meet short-term needs. 

This makes it difficult for 
components manufacturers to 
plan capacity rationally. This 
cannot be in the real interests 
of either OEMs or their suppli- 
ers: they are mutually Interde- 
pendent, and neither can 
thrive in the long term without 
the other. 

Richard Bullock 

Electronic Components Industry 

Federation 

Romano House, Strand, London 
WC 2 , 


From Mr R. E. Rowthom and 
MrM.PL Weak 

Sir. The argument for 
Britain's membership of the 
exchange rate mechanism of 
the EMS now seems to be the 
«arrm as that fpr "monetarism” 
a decade ago. We are assured 
that membership of the RRM 
'wiU affect workers* Inflation- 
ary expectations and so allow a 
COStiflM reduction to inflatio n 
and an actual reduction In 
interest rates. 

This argument is based on 
the premise that wages are set 
with a view to expectations of 
totnre Inflation rather than 

With the aim of ftmrtr>pn«p»Hntr 

workers for past inflation. 
Such a premise might be con- 
venient from the point of view 
of economic theorists but does 
not correspond closely with 
reality. 

We now face the danger that 
the UK wfll join the KRM in 
fiie pious hope that this will 
work miracles. In fact the risk 
of devaluation makes it Hkriy 
that interest rates will stay 
M g h . and one cw> be confident 
that an a tt em pt to maintain a 
fixed parity against the D-mark 
at around today's levels wfll 
lead to a significant increase in 
the real exchange rate with 
consequences similar to thoee 
of a decade ago. 

1L E. Rowthom and M. R. 
Weale, 

University of Cambridge, 
Stdgwidc Avenue, 

Cambridge 


Wrong picture 

From Mr. Denis Filer. 

Sir, Your report "Top-level 
vocation scheme nearer” (May 
1) gave the. Impression that 
engineers are in favour of 
extending the National Hnamril 
for Vocational Qualification 
scheme (NCVQ) to a new level 
five. This is not so. 

The Enginee ring Council 
supports and works with the 
NCVQ in levels MV and indeed 
a joint statement by The Engl, 
peering Council and the NCVQ 
issued in November empha- 
sised this support. 

We believe The Engineering 
Council’s existing arrange- 
ments cover the chartered 
en gineer level and we see no 
need to Impose a further level 
V requirement on top of an 
accepted and workable system. 
Denis Filer, 

The Engineering Council, 
lb Matbraoen Street, 

London WCs 


amounts to a subsidy for the 
banks, there is a powerful case 
for taxing the bankers for the 
privilege through reserve 
requirements or other forms of 
tax. This would have the bene- 
ficial effect of making the 
insured part cf the system less 
attractive to depositors, so 
reducing its size and impor- 
tance. Yet there is opposition 
at the highest level in the OS 
Treasury and elsewhere to 
such changes while confidence 
In the S & Ls remains fragile. 

On the asset side of the 
banks’ balance sheet there are 
still some self-correcting ele- 
ments at work. The recent 
review and downgrading by 
Moody's and Standard and 
Poor's respectively of file debt 
of America’s largest bank, Citi- 
corp. is symptomatic of a 
tougher climate among the rat- 
ing agencies alter their earlier 
failures to detect trouble to 
time. A new toughness is also 
apparent on the part of US 
bank examiners. Taken 
together with other Mows to 
Investors’ confidence, such as 
the collapse at the junk bond 
market and worries about 
reduced participation cf Japa- 
nese institutions at the US 
Treasury bond auctions, fears 
have been expressed that a 
downswing in the credit cycle 
to the US, and perhaps also in 
Japan, where bank ratios have 
been squeezed by collapsing 
asset values, could lead to a 
credit crunch after all 

A pause, at least. Is a possi- 
bility. And a credit crunch, 
although it would carry a 
short-term cost to terms of 
slower growth today, would 
provide a non-inflation&ry 
means of writing down debt, so 
paving the way for sounder 
growth tomorrow. But the ver- 
dict of Professor Benjamin 
Friedman, to a report pub- 
lished last week by toe central 
bankers’ own think tank , the 
Group of 30, does not rate the 
chances very high.# The pres- 
ent debt levels in the US are, 
he concludes, more likely to 
lead to rapid price inflation 
than to financial crisis. 

m«uwg i i iT w igth to h»« argu- 
ment is toe enormously power- 
fill competitive impetus that is 
now entrenched to the liberal- 
ised global banking market. 
For every repentant banker 
bent On shrinking W« hn'.nrc 
sheet, there may well be 
■nnHwr nrw — quite possibly 
foreign - quoting St Augus- 
tine’s plea for virtue, but not 
quite yet 

* Variable Exchange Rates 
and the Quality of Qredit - 
The Amex Bank Review Prize 
Essays, Oxford University 
Press i98a # Implications of 
Increasing Corporate Indebted- 
ness for Monetary Policy - 
Group of Thirty, 32 St Mary at 
SR, London. 


Cleaning up the 
nuclear debate 


LAST November the 
Government accepted that 
existing nuclear power stations 
could not be privatised and 
that, for the time being, there 
should be no nuclear building 
after Steewefl B. At the same 
rtmn Mr John Wakebam, the 
Energy Secretary, announced a 
review of nuclear power policy 
in the mid-1990s. 

Past reviews of nu c le ar pot 
icy have been dominated by 
nuclear enthusiasts. Indeed, 
the nationalised structure of 
the electricity supply industry 
(esi) gave a virtual monopoly 
of information about nuclear 
costa to a few people who, in 
turn, provided governments 
with toe benefit of every doubt 
to nuclear power. As a result, 
the Industry has a history of 
more *bon 30 years of over-op- 
timistic cost forecasts. In addi- 
tion, the esi approached priva- 
tisation burdened with a 
collection of unsaleable 

unclear po«er stations. 

To avoid repeating disas- 
trous decisions of the past, 
there needs to be dearer think- 
ing about the case for support- 
ing nuclear power and a more 
open review procedure. 

Three reasons for protection 
are embedded to the ratber 
vague pro-nuclear case which 
is generally made. 

First, it h claimed that forc- 
ing electricity distributors to 
take more nuclear power 
increases diversity and hence 
security of energy supply. 
Diversity is certainly desirable 
but this form of coercion seems 
likely to reduce it 

Although the new electricity 
supply regime ls not as liberal 
as it should be, at least it 
should allow distributors much 
freer choice of fuels. 

Second, it is argned that 
investing in nuclear power pro- 
tects against long-run 
Increases in the price of 
imported fossil toels. But it is 
very uncertain whether such 
increases will occur. Nor is 
there any evidence that gov- 
ernments are better price pre- 
dictors than fuel marke ts so 
that intervention will improve 
on the market outcome. 

A more tpnahiw argument is 
that unclear Investment ls 
needed on insurance grounds 
in case fossil fuel prices rise 
sharply. But estimating the 
premium worth paying would 


By Colin Robinson 

be largely guesswork which 
would risk inflicting on society 
costs which need not he 
incurred so early, If at all 

Third, nuclear investment is 
sometimes seen as a means of 
mitigating the adverse environ- 
mental consequences of fossil 
fuel combustion, especially the 
greenhouse effect 

However, Investing in 
nuclear power seems a particu- 
larly costly option of reducing 
the greenhouse effect ... if 
indeed there Is a solution. It is 
Improbable anyway, given pub- 
lic opinion, that any likely 
nuclear programme would be 
huge enough to make a signifi- 
cant difference to toe build-up 
of greenhouse gases. 

Of th e s e points, only the 
insurance premium case has 
any substance. But even that is 
fraught with difficulties in 
implementation. Moreover, 
there are external costs of 
nuclear power which parallel 
most of the supposed benefits. 

Construction delays and 
operating problems have 
resulted in insecure supplies. 
History suggests that nuclear- 
generating costs relative to 
thou of fossil fuels may unex- 
pectedly rise, particularly on 
account of “back-end” costs. 
There are the health costs of 
“routine" radiation and. of 
course, the cost of accidents - 
not only in reactors bnt in pro- 
cessing, transportation and 
waste storage. 

On balance, far from the 
case that nuclear fission 
power, using present technolo- 
gies, deserves support from the 
stale, it may be that markets 
should be restrained from 
Investing as much to nuclear 
power as they would wish. 

Yet a danger in the proposed 
review is that it may begin 
from the preconception that 
nuclear power should be sup- 
ported by the state, as it 
always has been - a preconcep- 
tion which will not be chal- 
lenged if the review is con- 
ducted behind closed doors 
(like past nuclear reviews) by 
the Department of Energy, the 
Atomic Energy Authority and 
the two state nuclear compa- 
nies. 

Keeping nuclear *fa»tinn^ in 
toe public sector, necessary 
though it was. has pre s er v ed 
the information monopoly 
whose members have a power- 


ful incentive to persuade gov- 
ernment to embark on another 
civil nuclear programme. 

Moreover, the state nuclear 
poT^panipfi will tend to over-in- 
vest simply because they will 
presumably evaluate invest- 
ments at the relatively low 
public sector discount rate - 
even though nuclear stations 
are comparatively risky invest- 
ments. 

In toe long term, the answer 
Is to undermine the nuclear 
information monopoly and to 
ensure there is a genuinely pri- 
vatised and competitive mar- 
ket for electricity and for gen- 
eration foel& 

The best hope for a mid-1990s 
review is for a degree of open- 
ness never seen before in 
nuclear decision-making. 
Instead of a White Paper or 
some other pronouncement 
handing down decisions 
already made, a period of 
debate, probably best started 
by a Green Paper, is required. 

The debate should start from 
a neutral base, asking whether 
there are special features of 
nuclear power which mean 
that its development should be 
either promoted or restrained 
by the stale. When a decision 
is eventually made, it requires 
proper explanation, not vague 
statements that nuclear power 
ls needed on security, environ- 
mental or other grounds. 

That may be asking too 
much. Perhaps the self-interest 
of governments of any party 
will always make them wish to 
exercise their "judgment” 
Without **plaintng thcmSClVCS. 

On the other hand, they may 
remember all those misleading 
statements about nuclear 
power from the past and, in 
particular, the political embar- 
rassment of listening only to 
nuclear enthusiasts. 

An example of this happened 
as flotation of electricity sup- 
ply neared. There was a last- 
minute discovery that costs 
were much higher than fore- 
cast that financial markets 
perceived considerable risk 
investing to a company with 
nuclear power stations. A more 
open debate could have 
avoided this. 

The author is Professor of Eco- 
nomics at the University af Sur- 
rey. 


071 or 081. 

Make Shoreditch 
you use the new 
London codes. 


On 6 May London’s phone code changed. Remember, if you’re 
calling from outside London yon must first dial 071 for numbers in 
inner London or 081 for numbers in outer London. Likewise, when 
calling between the new code areas in London. You don’t need to 
dial the new codes when caflinga number in the same code area. 

Our leaflet shows how to convert the old 01 codes to the new 071 
and 081 codes. It’s available at any Post Office or British telecom 
Shop. Be sure to pick up a copy. Or call ns free on our Helpline 
number 0800 800 873. 
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BONN SPLIT OVER GERMAN UNIFICATION 


Kohl rejects Soviet compromise 


By David Marsh In Bonn 


MR HELMUT KOHL, the West 
German Chancellor, yesterday 
rejected the Soviet Union’s 
weekend proposals on German 
unification, reflecting a split in 
the Bonn coalition over Ger- 
many’s future political sover- 
eignty. 

Mr Kohl risked a clear rift 
with Moscow by saying it 
would be a “fatal development” 
to clear un the inter nal aspects 
of German unification without 
simultaneously deciding that a 
united Germany would remain 
in Nato. 

Speaking to reporters after a 
meeting of conservative party 
deputies, Mr Kohl said be was 
sticking to the timetable of 
deciding by the autumn all 
questions relating to German 
unity. .This would be .in time 
for the planned s ummi t of the 
Conference on Security and 
Cooperation in Europe at the 
end of the year, and allow all- 
German elections in 199L 

The surprise statement 
backed away sharply from the 
Chancellor’s weekend welcome 
for the suggestions put by Mr 
Eduard Shevardnadze, the 
Soviet Foreign Minister, at Sat 
onlay's Bonn unity conference. 
Mr Shevardnadze advocated 
allowing German unity to go 
ahead before a firm decision on 
the future Germany's military 
status. 

Mr Kohl’s apparent U-turn 
reflects disagreement with Mr 
Hans-Dietrich Genscher. the 
Foreign Minister. Backed by 
the conservati v e parties in the 
centre-right coalition, Mr Kohl 



annoy the Soviet Union. In a 
firm and detailed exposition on 
Saturday of why Moscow 
opposed a merged Germany in 
Nato, Mr Shevardnadze empha- 
sised: “We are not playing 
games* and we are not bluff- 
ing." 

Mr Kohl appears to Want to 
ggpintt the present confusion 
over the Soviet Union’s policy 
objectives towards Germany. 
His advisers also sense a trap 
in Mr Shevardnadze’s propos- 
als to “buy time” over Nato. 


Helmut Kohl: rift with Moscow over Nato membership 


does not accept Mr Shevard- 
nadze’s suggestion of a post- 
unification transition period of 
several years of limited Ger- 
man sovereignty. 

Officials at the Bonn Foreign 
Ministry called discord 
between Mr Kohl and Mr Gen- 
scher “more a matter of form 
than of content." But they said 
that the Chancellor’s brusque 
rebuttal was likely to upset the 
harmony developed at the 
weekend meeting between the 


two German states and the 
four Second World War victors. 

“Genscher had begun to 
water the tender plant of 
Soviet readiness to compro- 
mise, now Wnhl Tina fatlwm 
a stick to it,” commented one 

nffirial 

Mr Kohl yesterday repeated 
that the Soviet Union’s refusal 
to accept a united Germany 
within Nato reflected Moscow’s 
“poker” in negotiations. This 
remark seems calculated to 


E Germany admits smuggling technology 


By David Marsh in Bonn 


EAST GERMANY has admitted 
that it broke western technol- 
ogy transfer rules to produce 
its own 1 megabit chips in the 
late 1980s. 

Mr Wolfgang Biermann, for- 
mer manag in g director of Carl 
Zeiss Jena, the East German 
electronics and optical com- 
bine, said production was 
made possible only by clandes- 
tine purchase of chip-making 
equipment from the west. 

Mr Bier mann told the East 
German Communist party 
newspaper Neues Deutschland 


that the purchases amounted 
to "circumventing" CoCom. 
the Paris-based western organi- 
sation which polices technol- 
ogy emhawgiea with the east 

“We knew which chips vro 
wanted to produce and what 
was needed." he was quoted as 
saying. Some semiconductor 
production machinery was 
home-produced or imported 
from the Soviet Union, but 
other equipment was smuggled 
in from the west, with the pro- 
ducer's name mused, he said. 

Mr Biermann, who now lives 


in West Germany, is wanted 
for questioning by East Ger- 
man state prosecutors, who 
suspect him of irregularities 
during his long period in 
charge of Zeiss. 

Production of megabit chips, 
achieved in 1988 after several 
years of investment put offi- 
cially at 14bn East German 
Marks, was hailed by the for- 
mer laadarahip of Mr Erich 
Honecker as one of East Ger- 
many's proudest technological 
achievements. By lifting the 
veil on one secret behind the 


ventm-e, Mr Biermann has con- 
firmed both East Germany's 
technological dependence on 
the west and the vulnerability 
of the CoCom procedu r es. 


Ironically, the prospect of 
reunification and free 
exchange of technology 
between the two Germanys has 

imdgrlhwd the ftitfHty of the 

project East German 1 mega- 
bit technology is outdated com- 
pared with advances nmrta in 
West Germany. 


European fighter contract goes to Ferranti 


By Paul Betts and John Mason in London 


A LONG-AWAITED contract 
for the European Fighter Air- 
craft’s radar system, poten- 
tially worth £lbn-£2bn 
($1.67bn-$3.34bn), has been 
awarded to a consortium led by 
Ferranti Defence Systems, 
recently acquired by General 
Electric Company of the UK. 

. Mr Tom King, UK Defence 
Secretary, said in the House of 
Commons yesterday that the 
deal was “a major milestone 
for British airborne radar tech- 
nology.” 

Although there had been 
concerns about possible techni- 
cal, commercial fi nancial 
risks In choosing the Ferranti 
ECR 90 radar system, Mr King 
told parliament that the four 
EFA partners - the UK, West 
Germany, Italy and Spain 
- had decided to select the 
British system. 

Mr King did not specif? the 
value of the project, which the 
defence Industry has estimated 
at between £lbn and £2hn. 


The contract is being 
awarded by Eurofighter, the 
EFA airframe contractor, to 
the Euroradar consortium led 
by GEC-Ferranti Defence 
Systems, which also includes 
Telefunken System Technik of 
West Germany, FIAR of Italy 
and Inisel of Spain. 

He said the six-year develop- 
ment contract would be 
awarded on a fixed price basis. 
The development contract is 
expected to be worth about 
£300m, of which the UK share 
will be about a third. 

He told MPs that 95 per cent 
of the UK work would be car- 
ried out at GEC-Ferranti’s 
Edinburgh base. 

Mr Martin O’Neil], the oppo- 
sition Labour Party’s spokes- 
man on defence, said the dedr 
aion would secure Jobs in the 
industry well into the next cen- 
tury and development work 
would also have civilian appli- 
cations. 

Mr King said the takeover of 


the troubled Ferranti Defence 
Systems by GEC had been 
essential to the consortium's 
success. He said it was 
unlikely there would have 
been enough work in airborne 
radar to support two compa- 
nies. 

The deal ends a two-year 
political c on tr o versy over flip 
choice of radar between Britain 
and West Germany, the two 
leading partners in the EFA 
project. 

The political deadlock over 
the radar was broken in Janu- 
ary but the award of the con- 
tract continued to be held up 
by disputes about indemnity 
terms should the radar fail to 
meet its targets. 

These mainly involved terms 
for the UK to idemnify West 
Germany by up to DM200m 
($120.48m) in the event of 
development problems. 

However, Mr King was able 
to offer an indemnification 
package acceptable to the west 


German partner clearing the 
way for the signature of the 
radar development contract. 

The new Ferranti ECR 90 
system is based cm the Bine 
Vixen radar being developed 
for the Royal Navy’s Sea Har- 
rier shipboard Tump-jet” mul- 
ti-role fighter aircraft. 

It is particularly designed for 
use over water, one of the vital 
requirements of the Royal Air 
Force. 

West Germany had earlier 
campaigned for the AEG-led 
USD 2000 radar based on the 
US Hughes APG-65 system. 
The West Germans argued that 
the development risks were far 
smaller with the MSD 2000, In 
which GEC Marconi had a 


Bonn was also worried by 
the fiwmriflTi'g viability of Fer- 
ranti following the ISC affair. 
But these concerns disap- 
peared when Ferranti Defence 
Systems was acquired by GEC. 


Rolls-Royce in deal to re-engine 727s 


By Paul Betts, Aerospace Correspondent, in London 


ROLLS-ROYCE has made its 
first significant breakthrough 
in the emerging market for re- 
engining older jet airliners 
with a $600m order to supply 
its Tay 650 engines for the 
entire Boeing 727-100 fleet of 
United Parcel Service, the US 
package freighter company. 

The British aero-engine com- 
pany said UPS would become 
the launch customer for a Boe- 
ing 727 engine replacement 
programme. The deal includ- 
ing options, involves up to 280 
engines far 80 aircraft. 

Rolls-Royce has targeted the 


re-engining of older jets as a 
key market for its civil engine 
business. Noise and pollution 
regulations are forcing airlines 
to consider ways of upgrading 
their older fleets of jets to meet 
the new rules. 

However, aeroengine manu- 
facturers have adopted differ- 
ent approaches. While 
Rolls-Royce has opted for re-en- 
gining older aircraft with new 
engines, US manufacturers 
have proposed adapting older 
engines to the new noire stan- 
dards with so-called “hush 
kits". 


Rolls-Royce said the poten- 
tial re-engining market could 
involve as many as 3,000 air- 
craft including Boeing 727-100 
and 727-200 trijets as well as 
McDonnell Douglas DC9 and 
British BAG 1-11 twin jets over 
the next few years. 

Although the International 
Civil Aircraft Organisation has 
yet to set a time limit for older 
aircraft to conform to the new 
noise limits known as “Stage 
3”, many airports in the US 
have already introduced their 
own curfews and regulations. 

The significance of the UPS 


order was that the US carrier 
largely operates at night and Is 
thus more immediately 
affected by the new noire regu- 
lations, Rolls-Royce said yes- 
terday. 

The UK group added that the 
advantages of replacing older 
engines included a 12 per cent 
fuel economy improvement, 
lower pollution levels, greater 
payload. Increased range and 
lower main te nance costs. 

BMW, the West German car 
manufacturer, will cooperate 
with Rolls-Royce, in the Tay 
engine programme. 


Gorman 

exchanges 

warn UK 
on stock 
trading 


By Richard Waters 
In London 


They fear that. In a few years 
time, it may be considerably 
more difficult to persuade a 
united German electorate of 
the merits of Nato membership 
than ft Is now. 

• Leslie CoUtt In Berlin adds; 
West Germany Is expected to 
begin paying in hard currency 
for the stationing of Soviet 
troops in East Germany. The 
payment s are likely to begin 
on July 2, the date for planned 

German mmwtat y iminn 

Western officials in Berlin 
disclosed that the Bonn Gov- 
ernment will pay an average 
DM1,000 ($602) annually to 
each of the 35,000 Soviet offi- 
cers in East Germany. The 
remaining 345,000 sohders win 
be paid Did a day. 

The remuneration of Soviet 
troops until now was part of a 
web of contractual and unwrit- 
ten obligations by East Ger- 
many to the Soviet Union. Mr 
Kohl revealed months ago that 
Bonn would be wiffing to pay 
for the temporary upkeep of 
Soviet troops in East Germany. 


Gorbachev calls 
for army reform 


Continued from Page 1 
parade on Revolution Day last 
year and several new items of 
equipment 

He has also shown his 
respect, or concern, for the mil- 
itary establishment by promo- 
ting Gen Dmitri Yazov, the ! 
Minister of Defence, to the i 
rank Of foil Ma rshal . Mnwhal 1 
Yazov also admitted that the 
Red Army must undergo “radi- 
cal military reform.” 

Today’s parade past Marshal 
Yazov will include at least ntn» 
vehicle which western defence 
obser ver s say they have never | 
seen before - an armoured i 
personnel carrier for about 12 j 
men. There will also be a i 
BM-22 multi-barrel rocket 
launcher and a SAM-10 
surface-to-air missile, wei*h*r 
of which have been on public 
display before. 

At the same time there win 
be veteran equipment to cele- 
brate the Soviet victory in the 
Second World War, Including 
T-34 tanks and the so-called 
Stalin Organ multiple rocket- < 
launcher. 


WORLDWIDE WEATHER 


IMF links quota increase to arrears 
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Continued from Page 1 
co n cessi o n was not too slgnifi 
cant. 

“We are in a position to 
determine when negotiations 
get seriously engaged,” he said. 

Mr Michael Wilson, the 
Canadian Finance Minister, 
who chaired the Interim Com- 
mittee, said the agreement was 
a package “to strengthen the 
role of the IMF as the central 
pillar of the international 
flmmrfol system.” 

All countries had made con- 
cessions, be said. 

“Each country had to put a 
little water in its wine." Mr 
Pierre Beregovoy, the French 
Finance Minister, said it was a 
“balanced agreement” and a 


good compromise. France had 
been one of the coutries push- 
ing for a larger quota Increase. 

According to Mr Camdessus, 
the quota increase will permit 
the Fund to help countries in 
economic difficulty at a time 
when the transition of eastern 
Europe to a market based econ- 
omy is likely to Increase the 
claims an its resources. 

He pointed out that these 
countries were likely to face 
balance of payments problems 
as they dismantled protection- 
ism and deregulated their 
economies. 

The IMF also needed extra 
funds to help finance the debt 
and debt service reduction 
measures Involved in Mr 


Brady’s plan to help middle 
income debtor nations. 


The planned conclusion of 
the Uruguay Round of trade 
liberalisation talks at the end 
of this year would be likely to 
increase demands on the Fund 
as nations adjusted to lower 
trade barriers. 

Sub-saharan Africa would 
also require IMF support 

Before the meetings started, 
Mr Camdessus had warned 
that a quota Increase as low as 
50 per cent could force the 
Fund to increase its borrowing. 

However, yesterday Mr Wil- 
son said be saw no need for the 
IMF to borrow funds at this 


CONSTRUCTION EQUIPMENT 


Ml MIX CO I l 
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THE SIMMERING row between 
Europe's stock exchanges over 
the creation of a single market 
for the shares of the conti- 
nent’s leading c o m pgi m fes came ! 
to the hcdl again yesterd ay as 1 
German exchanges issued a 
direct challenge to London’s | 
International Stock Exchange. 

Speaking at a conference at 
the London School of Econom- 
ics, Mr Rfldiger von Rosen, 
executive vice chairman of the 
Federation of German Stock 
Exchanges, warned that the 
federation would “export” Its 
dealing system for equities and 
bonds to Brifafa if London did 
not agree to cooperate folly in 
the development of the new 
Europewide stock market. 

His warning is a retort to Mr 
Andrew Hugh Smith, chair man 
of the London exchange, who 
recently proposed a Joint 
Anglo-German trading arrange- 
ment based on London' s Seaq 
International quotation sys- 
tem. 

The German response cam** 
the week before a meeting of 
E u ropean exchange s to.Copen- 
hagen to discuss the way for- 
ward for a joint exchange. 
They have agreed in principle 
to a system for disseminating 
share prices of leading Euro- 
pean compa n ies. knfm m as 
Pipe, batharoyet fro agree on 
the rules for a fall trading sys- 
tem to be added to this. 

Mr von Rosen said the Ger- 
man price quotation system. 
Ibis, had “the potential to 
become a stock for 

the whole of Europe.” 

The German settlement sys- 
tem gave ft an advantage over 
other markets, he said, while 
there were plans to extend the 
number (ft stock prices carried 
on IMs and to introduce band 
prices. It may abo be devel- 
oped into a toll trading system. 

“We are giving great consid- 
eration to whether or not there 
is, for instance, an interes t in 
Ibis to rmitiain hi London,” he 

Haiii 

Ibis would have a long way 
to go to overturn London's 
dominance of cross-border < 
share AwUny , - * ■ 

According to the latest esti- 
mate, Seaq International has 
captured two-thirds of all 
cross-border share dealing 
stance its inception five years 
ago. ■ 

Mr von Rosen said an alter- 
native to competition was 
agreement between exchanges 
on a tingle European market 
which would benefit all users 
of the market 

Speaking at the same confer- 
ence, Mr Hugh agreed 
an the need for a central conti- 
nent-wide market, although he 
did not comment on what form 
this should take or whether 
Seaq Tnt H ra«tin7 wi should play 
apart in it. 


German shares 


If tfu> Bundesbank 
wants Germany to house, 
Europe’s i«***Hng financial mar- 
kets, ft will need to change the 
way some senior banker* think 
about tiie rights of sharehold- 
ers- A case in paint seems to be 
Deutsche Bank’s new chief 
executive. Edifying though it 
was yesterday to hear Mr Hop- 
per advocate harsher laws 
against iimMgr trading; in the 
same breath he was defending 
Deutsche Bank’s rule limiting 
shareholders’ voting rights to 5 
per cent, regardless of the size 
of thefr stake. This kind of dou- 
blethink has to stop if German 



; to bonds 
a lead 


r - . 


The surprising strength of the. 
London equity market in the - 
past few-days naturally raises 
the question of whether this is 
-a turning paint. But the FT-SE 
- 100 has risen by as mhch twice 
this year already, only to fall 
back further each time. The 
Immediate cause of the latest 
rise is .the behaviour of the 
bond markets. But though gifts 
rose strongly last Frlday on the 
local government election- 
results, they were already fatt- 
ing hark yesterday. And while 
US Treasuries responded to 
unexpectedly' weak employ: 
meat figures on Friday, .they 
are now in the midst of the 
confusing three-day ritual of 
the quarterly tenting 
. Although the US market 
seems to be reconciling itself to 
the notion that the Japanese 
wffl not be turning up in their 
form er strength, the idea is 
i ^iiiiii gjflirrgiicy niB t jjmHc 
US savings are now available 
to make up the difference. 
What this will mean for tire 
dollar is not wholly clear. Nor 
indeed is ft clear that Ameri- 
can savings can make up for 
the absence - possibly aver 
several years - of Japanese 
lenders whose U5 Treasury 
holdings -now total in the 
region of SSOObn. 

Beyond t hat the outlook for 
both US and UK bonds stffl 
rests on perceptions of real 
yields. The US employment fig- 
ures put paid to expectations -of 
Fed tightening; but they also 
drew attention to real yields of 
(dose to 5 per cent. Similarly, if 
the UK market can convince 
itself that this Friday’s infla- 
tion figure - whether 10 per 
cent or not - represents a 
peak, ft might be argued that 
gilts are oversold. But for both 
markets, what still matters 
most is the global context; and 
in a world dominated bv the 
withholding of Japanese 
savings and Easton Europe’s 
demand for funds, it is too 
eariy to «»n the tnni- 



ahead, as is British Bank of the 
Middle East But, ironically, 
this has only increased its 
Asia/Paciflc assets from less 
-than 40 per. cent. of the group 
total in 1986, to 48*2 per cent 
now, underlining its need to 
spread its risk more widely. 


(ranted, c om panies want share- 
holders from abroad to put up 
with the endless rights issues 
they can expect in the 1990s. 

Granted, ft is too much to 
ask for German companies to 
allow a folly-fledged 'free mar- 
ket to coroorate controL The 
network of bank shareholdmgs 
In industry is too deeply rooted 

to Germany, going back to 'the 
1870s when the likes at Deut- 
sche Runic became active part- 
ners of German manufacturers. 
According to Baring Securities, 
more than 56 per cent of a sam- 
ple of 120 leading German com- 
panies are protected from take- 
over by friendly shareholders 

With Mating Btfllcwi- . 

But that is all the more rear 
son to see voting right limita- 
tions, like Deutsche’s S per 
cent rule, as a pointless device 
.which could easily be dis- 
pensed with. In Deutsche’s 
own financial sector, Cammere- 
bank places no such llmitethm 
on voting rights; neither does 
AIHanz. tt is hard to see why 
Deutsche Bank has to be differ- 
ent. 


Sfcetchley 

Recent announcements from 
Sketchley have bad the ele- 
ments of Whitehall farce, with 
bidders entering and exiting 
and the directors in the spot- 
light, trousers round their 
ankles. Rome investors may 
have found the humour rather 
too black for their tastes. The 
same board that confidently 
rejected offers from Godfrey 
Davis and Compass has now 
revealed even its Tamg^fn. 
bje profits forecast, which rep- 
resented a 66 per cent decline 
on the previous year, was too 
high. -The final dividend is also 
jjj question. 

Two outside managers with 
unspecified plans for the com- 
pany have been, installed in 
-preference to the bidders. The 
previous executive directors 
are departing with only their 
three year contracts to console 
them. The predators have 
avoided the poisoned chalice; 
nor have Sketehley’S advisers 
suffered, judging by the £1 fan 
of costs incurred during the 
two week offer from Godfrey 
Davis. Only the shareholders 
have been token to the clean- 
ers. . 




■ ■ . ■ f 


tfcjri* t 


Hongkong Bank 

It is a tall order to sound 
more downto-themouth than 
Sir Kit McMahon did at Mid- 
land Bank’s agm. But Mid- 
land’s likely merger partner - 
Hongkong and Shanghai - was 
doing ttsbest at its own share- 
holders’ meeting yesterday. 
Beside Cap el’s convertible 
capers, there are. the small 
matters of a still-dodgy real 
csttoq Joan book at its Marine 
Midland subridiary to the US, 
more losses to Australia, and 
gloomy prognostications about 
global stagflation from the 
chairman. 

One’s overall Impression is 
that Midland’s current embar- 
rassments may not have done 
much to reduce its bargaining 
power to talks with the Hong- 
kong Bank, because the latter 
has so many headaches of its 
own. True, its Hongkong retail 
operations are still powering 


James Cape! 

The UK financial sector finds 
ever , more ingenious ways of 
losing money. James Capel, 
which largely resisted the 
temptations to move into UK 
equity market making , has lost 
more than £7m in three 
months on convertibles, to the- 
ory, higher convertible yields 
ought to have restricted the 
downside for Capel: to theory, 
having the top-rated analysts 
to the sector ought to have 
been an advantage. But yields 
are low and expertise hard to 
acquire In the Korean convert- 
ible market, which ha« been 
hit by oversupply and a stock 
market plunge to recent 

•months 

Making markets to eurocon- 
vertibles Issued by UK compa- 
nies is a reasonable service for 
Capri to offer clients. But 
whether Capri needed to act as 
principal to Australian and 
Korean securities Is another 
question. Safeguarding its 
excellent reputation for 
research, currently threatened 
by staff departures, was a far 
greater priority. 
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Titeflex is one of the biggest names in die business of brake line production. 

Andifsa TI Group company ■ 

Their critical tolerances are so exact, they can match any formula. Including One. 
Without them; znarydnvers^ would be out of die hunt 
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Fiat — record profits 
but slower growth 
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Perspiring dreams 





On Sunday, the first nine' graduatas wifl . 
receive MBA degrees from Alan Bond's pri- 
vateiy-run Band University, on Queermlanrre 
Gold Coast They . do so, however, at an awk- 
ward time for the institution — negotiations, 
which woutdhava seen th* troubled f3ond : 
Brewing Investments selling Its GO per cent 
stake In the university to Its co-funder EIE 
International, a Japanese property and leisure 
consortium, have collapsed. Page 27 


Contrasting fortunes 

Mexico’s stock market has been performing 
with remarkable consistency. Last week. It 
rose 4.72 — just behind the top performer. 
West Germany. At the other end of the apeo- 
trum. the figures for Ireland this year suggest a 
picture of gently accelerating, and consistent 
decline. Bril Cochrane looks at contrasting for- 
tunes among the world’s stock markets. 
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Fiat has raiapd ha con- 
solidated net earnings 
by 10% to a record 
level. The rise, however, 
la more modest than tn 
recent years because of 
a much heavier tax bur- 
den. At last June’s 
shareholders meeting, . 
shareholders authorised 
Flat to spend LI.OQObn 
($816m) on buying back 
the equivalent of 5 per 
cant of the group’s ordinary, preferred and 
savings stock. Yesterday, the company, 
headed by Giovanni Agnelli (above), revealed • 
that this programme had been more than half 
completed. Page 23 


Buying shares by the book 

Henry Cooke Lumsden’s corporate finance 
department should have been thoroughly famil- 
iar with the UK’s “substantial acquisition” 
rules when It bought shares In Automagic 
Holdings, the USM-quoted shoe repairer and 
key cutter during March and April. So says the 
Takeover Panel which has criticised the Man- 
chester broker for breaching the rules when It 
acquired shares on behalf of Timpson, an 
unquoted shoe repair business. Timpson must 
now sell a 3.3 per cent stake in Automagic 
before June 1. Page 33 

Israeli groups cflmb steeply 

Two top state-owned Israeli companies, both 
slated for privatisation, sharply improved their 
profits In 1989. Israel Chemicals lifted net profit 
by 83 per cent while El Al advanced 30%. 
Moves to privatise both companies have been 
hampered by political delays. The sale of 50 
per cent of I CL to a foreign investor has been 
blocked by objections in parliament to the sale 
abroad of what is regarded 89 a key strategic 
company. El Al meanwhile remains in official 
receivership imposed In 1982 when It was 
beset by labour problems and debt Page 24 


Ericsson profits up 
93% to SKrI.18bn 


By John Burton In Stockholm 

ERICSSON, the Swedish tele- 
communications equipment 
group, announced yesterday 


was mainly due to the perfor- 
mance of the group’s public com- 
munications and radio comzntmi- 
cattoos businesses. 

Analysts had predicted a 30 per 
cent gain. There has been heavy 
trading of Ericsson shares In 
recent days because of specula- 
tion that profits would be higher 
than expected. The free “B” 
shares dosed SKx9 lower yester- 
day at SKr975 after rising SKr27 


on Monday. Ericsson predicted 
pre-tax profits Dor the full year 
would cUmb by slightly more 
than 25 per cent to at least 
SKrtfibn from SKriLTba in 1988. 
Sala s in the first three mraitfm 
rose by 30 per cent to SKrUMfan, 
while orders increased 31 per 

cent to SIMaahn. 

Ericsson did not specify 
income for any of its divisions, 
but Said radio w mnnimfqj^^ n 
reported the biggest sales 
advance, soaring by 109 par cent 
to SErSLTfaa. This partly reflected 
Ericsson’s alhance with General 
Electric of the US in the mobile 
phone market 



William Purves: Mammi losses in convertible market m«MMg In the UK 

James Capel incurs loss of £7m 


By Richard Waters. In London 

JAMES CAPEL’S first quarter, 
loss casts doubts on the ability of 
this subsidiary of- Hongkong 
Batik to stay in profit after edg- 
Jng into the black during 1389. 

fie losses at the London 
stockbroker are understood to 
have been sustained on a range 
of BuroconverfiMes (those issued 
outside toe UK), including Kor- 
ean and Australian securities as 
well as some issued by UK com- 
panies. 

The £7m is only a quarter or a 
fifth of the loss Capel is believed 
to have sustained on convert- 
ibles in the wake of the stock 
market crash in 1987, which cast 


It Into a Q4m ($22m) loss for the 
year.’ Howfevfer, fijeTepctfcuMdods 
havabeeu tor more veme. : ... 

Senior Capel executives say 
the leases played a part in the 
d ep a rtu r e s of Mr Peter Quhwen, 
the firm’s fa nner chairman and 
chief executive, Mr Barry Cot 
11ns, head of market making in 
convertibles, and a convertibles 
team which defected to rivals 
Robert Fleming earlier this year. 

Mr Qufamen left after repeated 
disagre em ents with Hangbank’s 
chairman, Mr William Purves, 
and toe bank’s refusal to con- 
sider selling the broker. How- 
ever, one Capel executive yester- 


day described the losses on con- 
vertibles as “the straw that 
broke toe bank's back.” . 

The decision, to announce toe 
losses after the first quarter, 
rather tt«i at flw twiwrhn stage, 
suggests a desire to pin the mis- 
take to the departing managers. 
The scale of the losses are said to 
have “shocked* the investment 
firm’s board when they became 
known — although the board 
had agreed the Unfits imposed on 
Mr Collins, and these had not 
been breached. According to one 
e xecutiv e, fit® midwto han con- 
firmed toe view that "risk-taking 
has not been a Capel strength." 


Diversification helps Hoesch to 
increase its net result by 31% 


By David Goodhait In Bonn 

HOESCH, the West Goman steel 
and engineering group, has 
reported a at per cent rise in net 
profits to DM76m ($4Sm) and a 28 
per cent rise in sales for 1989. It 
has continued its diversification 
away from steel, which now 
accounts for 80 per cent of sales. 

The sales rise - from 
DMBJMbzt to DM10.7bn - was 
largely accounted for by the con- 
solidation of the Orenatein & 
Knppel group- hi the current year 
most of the' rest of Hoesch’s 
unconsolidated businesses will be 
integrated and from next year 
Hoesch will begin presenting 
worldwide group results. World- 
wide sales in the current year, 
■HiflinfKwg unconsolidated busi- 
nesses, came to about DMKJbu. 

Operating profit in 1989 jumped 
from DM292m to DM658m_ and 
cash flow from DM692m to 
DbOJEbn, but toe company said 
that DM896m bad been placed in 


reserves to c over various extraor- 
dinary payments — .mest/impor- 
tantly the repayment of, loans 
from the state to finance restruct- 
uring of toe steel sector. The divi- 
dend has been raised from DM8 
to DM10 per share. 

Mr Detlev Rohwedder,. chair- 
man, reported that return on 
sales' tn steel has>now risen to 
almost .10 par cent He also indi- 
cated that returns, had risen con- 
siderably in the manufacturing 
and industrial. technology divi- 
sion which now accounts for 48 
per cent of total trmmoer.- 
. Mr Rohwedder repeated that he 
had no knowledge of- any plans to 
bid for Hoesch. There have- been 
rumours of bid attempts by both 
Briddi Steel and Ustons-Sacilor. 

For toe first quarter uf the eat- 


waMwi the- level of -last year 
and the order backlog guarantees 
full capacity use through the 


years. But Mr Rohwedder saw 
totib rfnnd fl on th e horizo n aris- 
ing from the slight weakening in 
the mtornflHnnai steel market. 

West German raw steel produo- 
•' tom foil by 5 per cent in the first 
quarter of 1990 and production 
. for the year is expected to decline 
to 38m or 39m tonnes from 41m 
tonnes in 1988 and I960. 

Hoesch has recently been 
active in the UK market picking 
up 80 pa - cent of Gwent Steel, toe 
- South Wales steel processor, and 
Janas Woodhead, a spring pro- 
ducer will subsidiary of Carclo 
En g in e eri ng : 

• Mr Herbert Gienow, ehah-man 
of Klfickner-Werke, the West 
German steel and engineering 
group, said that the agreement to 
sell to British Steel the KKJck- 
ner-Mannstaedt works in Trois- 
dorf, near Bonn, which produces 
. special sections, was now virtu- 
ally complete. 


Future of B&C is in the balance 


By DavM Owen, in London 

THE FUTURE of British & 
Commonwealth Holdings 
remained in toe balance yester- 
day following an apparently 
inconclusive meeting of the 
hud-pressed UK financial ser- 
vices group’s loan stock holders. 

A private meeting of headers erf 
£320m worth of 7% per cent con- 
vertible loan stock had been 
arranged which, it was believed, 
might take steps to demand 
immediate repayment of the 
stock by marshalling the 20 per 
cent vote required under the 
securities’ covenants. 

- In the event, what emerged 
was a statement to the effect that 
“a number of significant stock 
holders are writing to toe trustee 
to demand -repayment.* There 
were conflicting reports as to 
whether toa 20 per cent thresh- 

~hoM had hwtii at farf tm» 1_ 


Individuals dose to the gather- 
ing said that there was likely to 
be another meeting of loan stock 
holders next week, by which torn* 
B&C was expected to have tabled 
its eagedy-owailed survival plan. 

Both B&C and its bankers have 
strongly urged loan stockholders 
to await this plan before acting. 
“We think the loan stockholders 
would be wise to at least see 
what the ' company proposes 


one hwilfff yester day . . ’ 

- Holders are wearied that £l64m 
worth of redeemable preference 
shares from Caledonia Invest- 
ments might be redeemed before 
the 7% per cent convertibles are 
repaid. Meanwhile, law Deben- 
ture Trust, trustee for three 
issues of B&C bonds, has 
appointed Royal Exchange Trust 
as its attorney to exercise inde- 


pendently the duties of the 
trustee under the deed constitut- 
ing the 7 % par cent convertibles. 

Law Debenture said it believed 
that “continuing developments" 
may require different consider- 
ations to be taken into account 
what assessing what Is in toe 
best interests of the holders of 
the convertibles on the one hand 
and the remaining two classes of 
security on toe other. “We think 
we should delegate now before 
we get into a real conflict," a 


As well as the convertibles, 
Law Debenture is trustee of 
B&Cs £231m 105 per cent 2012 
unsecured loan stock and its 10% 
per cent 1996 guaranteed bonds. 
These two classes of security 
rank on a par with B&Cs bank- 
ers at the head of the hierarchy 
of creditors. 


Ericsson 

Share price (SKr) 


Public telecommunication 
sales, which rose by 27 per cent 
to SKr5.35bn, benefited from 
strong market demand In Spain, 
Australia and Italy. Ericsson also 
signed a SKrSbn framework 
agreement to supply AXE digital 
switching equipment to Mexico 
over the next five years. 

Defence systems remains the 
company's most troublesome 
division and continues to 
losses. Sales declined by 13 per 
cent to SKr463m as the result of 
divestment of toe command and 
control system operations into a 
joint venture company with 
Nobel Industries. 



Pre-tax profit (SKr bn) 



1988 1989 1990 

Soumk EMstewm 


Overseas units 
still trouble 
HK Banking 

By John Elliott in Hong Kong and Alan Friedman in New York 


THE HONGKONG and Shanghai 
Banking Corporation’s problems 
with overseas offshoots contin- 
ued in the early part of this year. 
James Capel, toe hank’s London 
stockbroker, suffered a £7m 
(US$1 lm) net loss in the first 
quarter, and Marine Midland 
Banks of New York baa required 
cash injections totalling $300m. 

This was reported yesterday at 
the bank’s annual general meet- 
ing. 

It was also announced that 
family interests of Sir Yue Kong 
Pao, the Hong Kong entrepre- 
neur, had bought 20 per cent 
stakes held lnr the bank in two of 
his privately-owned shipping 
companies. World Maritime and 
World Shipping and Investment, 
for undisclosed sums. 

The sale of these stakes will 
help boost the bank’s finances 
which are also expected to be 
supplemented within the next 
five months by a reduction of 
between HK$L5bn (US$192m) and 
HK$2bn of its exposure to Mr 
Alan Bond’s ailing Australian 
business empire. 

Mr William Purves, toe bank’s 
elwiraum, said yesterday that 
Capel’s first quarter £7m loss was 
caused by losses in convertible 
market making In the UK, 
although the rest of the broker’s 
business made a “small profit" 

This is a setback to Capel’s 
hoped-for recovery, which began 
last year with a £L&n profit after 
losses totalling £4&2m m the pre- 
vious two years. 

The Hongkong Bank has said it 


will ensure that Marine Mi dlan d 
has sufficient capital resources to 
carry out a restructuring and 
retrenchment programme and 
that Marine’s ’‘tier one” capital 
will be equivalent to not less 
than 5 per cent of its total assets 
at the wid of thi« year. 

These commitments have led 
to injections totalling US$200m 
equity and SlOOrn debt 

Marine Midland h«« been hit in 
recent months by problems 
shared by other US banka, espe- 
cially a rise in non-performing 
loans on the commercial real 
estate side. 

The Hong Kong capital Injec- 
tions will also help the bank with 
its restructuring plans. These 
fortndfl the piannwi jsbn reduc- 
tion of assets by way of disposals 
and wramal RUt-Offo. 

Marine Midland is hoping to 
adl its $L4bn portfolio of loans 
United to highly leveraged take- 
overs and is also in negotiations 
with the Ford Motor Company 
to sell its car loan business, 
which h w n |4J9bn of ItnwHi and 


The disposal of the 20 per cent 
stakes in Sir Y.K. Pao’s shipping 
companies follows the Hongkong 
Bank'B sale of 30 per cent in 
World Maritime and 28 per cent 
in World Shipping and Invest- 
ment In December 1988. 

The bank regards the disposals 
as part of a restructuring of its 
investments in Hong Kong, and it ; 
retains a 37.5 per cent stake in 
another of the group’s compa- 
nies, World Finance. 




Deutsche 
Bank head 
urges new 
insider law 

By Andrew Fisher 

in Frankfurt 

WEST GERMANY needs tough 
and enforceable laws on insider 
trading and the disclosure of 
shareholdings if it is to develop 
properly as an International 
financial centre, Mr Hllmar Hop- 
per, the chief executive of Deut- 
sche Rufc, ffffli d. 

At present, German insider 
rales are voluntary and directors 
of some companies have refused 
to accept them. Although the 
present situation was “better 
than nothing,” said Mr Kopper, 
Frankfort's growth as a financial 
centre required a legal solution 
with proper penalties. 

Talking to Frankfurt journal- 
ists, he noted this would come 
anyway as part of the harmoni- 
sation trend In Europe. “I am not 
crusading for new insider rules 
now,” Be added: “We will get a 
European law whether we want 
it or not." 

On the disclosure issue, be 
referred to toe recent Swedish 
takeover of Feldmtihle Nobel, in 
which many small shareholders 
were left at a disadvantage. He 
called this a “coolly enacted dis- 
possession.” (Store, the Swedish 
pulp and paper group, took 
majority control of the German 
group, but offered minority 
shareholders a lower price than 
the average it paid for control.) 

“This should not happen,” Mr 
Kopper said, noting that small 
.shareholders had not had a 
to keep up with events. 
“It would not have happened if 
companies were required to dis- 
close when they bad reached 15 
per cent. This (requirement) has 
to come here, otherwise we (the 
German stock market) will 
remain a casino.” Mr Kopper has 
said he actually favours a lower 
5 per cent disclosure limit for 
Germany when the relevant EC 
guideline is translated into the 
laws of member states. 

This is doe to happen by the 
end of this year. Yet until tills 
g uideline became law, Mr Kop- 
per said be saw no reason for 
Deutsche Bank or other compa- 
nies to abandon restrictions on 
voting righto, mostly 5 per cent, 
now the subject of criticism. 

• Commenting on Deutsche 
Bank’s ambitions in East Ger- 
many, Mr Kopper said the addi- 
tion of 25 per cent more people 
to Germany through unification 
should help the bank increase its 
market share. Tills is currently 5 
per cent In West Germany, low 
for a big bank in an industria- 
lised country. He hoped its share 
in East Germany could be 
around 7 per cent. Deutsche 
Bank has signed a letter of 
intent to take over around 100 
branches from Deutsche Krediet- 
bank in East Germany. 


IF YOU’RE A 
REINSURER, HERE’S 
HOW TO MAKE 
THE MOST 
OF THE FINANCIAL 
MARKETS. 


At Midland Montagu we have 
the financial resources in both 
the money and capital markets 
to create customised financial 
paokages to match reinsurers’ 
needs exactly: Something which 
is invaluable if you're designing 
new programmes or planning for 
future claims developments. 

We also believe that major 
factors reinsurers need to consider 
in choosing the right bank include 
pricing, speed of execution and 
professionalism. 

Vto have a corporate bank- 
ing team dedicated to providing 
financial services specifically to 
reinsurers, whether for US or 
Lloyd’s ceded letters of credit. 


The some team con co-ord- 
inate investment management 
for captive insurance companies 
as well as the structuring of long 
term securities for financial 
deals. 

Rather than having a succes- 
sion of specialised but separate 
departments we are organised to 
provide reinsurers with a fully 
integrated service which is both 
focused and multi - dimensional. 

If you think this approach 
could be of interest to you, then 
’phone Roger Booth 
on 071-260 5010 or 
Alastair Price on 071- 
2604787. 
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Midland Montagu Corporate Banking. 
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FINANCIAL TIMES WEDNESDAY MAY 9 1990 


NOTICE OF REDEMPTION 


HMC MORTGAGE NOTES 2 PLC 

A Mortgage Backed floating Rate Nc 
Due February 2015 


Votes 


NOTICE IS HEREBY GIVEN to the holders of the Clasa A Mortgage Backed Floating Rate 
Notes Due February 2015 ( the “Class A Notes”) of HMC Mortgage Notes 2 PLC (the “Issuer") 
that, pursuant to the Trust Deed dated 23 id February, 1988 (the “Thiat Deed"), between the 
Issuer and The Law Debenture Trust Corporation p-Lc. as Trustee, and the Agency Agreement 
dated 23rd February, 1988 (the “Agency Agreement*), between the Issuer and Morgan Guaranty 
Trust Company of New York (the “Principal Paying Agent Jand others, the Issuer baa determined 
that in accordance with the Redemption provisions set out in the Terms and Conditions of the 
Class A Notes Available Funds as defined in the Terms and Conditions in the amount of 
£12^)00,000 will be utilized on 23rd May, 1990 (the “Redemption Date") to redeem a Bke amount 
of Class A Notes. The Class A Notes selected by drawing in lots of £100,000 for redemption on 
the Redemption Date at a redemption price (the “Redemption Price") equal to their principal 
amount, together with accrued interest thereon are as follows: 


OUTSTANDING CLASS A NOTES OF £1004)00 EACH BEARING 

THF. DISTINCTIVE SERIAL NUMBERS SET OUT BELOW 


1678 

1680 

1683 

1687 

1693 

1700 

1717 

1720 

1728 

1736 


1743 

1754 

1756 

1762 

1766 

1783 

1788 

1792 

1800 

1808 


1820 

1834 

1836 

184S 

1847 

1854 

1864 

1866 

1869 

1871 


1885 

1952 

Bearer Nocra 

2009 2077 

2U1 

2194 

2340 

2538 

2727 

1887 

1959 

2010 

2086 

2148 

2196 

2348 

2S50 

2739 

1883 

1963 

2012 

2093 

2150 

2203 

.2372 

2570 

2759 

1896 

1967 

2019 

2095 

2154 

2205 

3419 

2605 

2761 

1914 

1974 

2042 

2101 

2160 

2208 

2421 

2628 

2789 

1930 

1978 

2045 

2103 

2171 

2315 

3471 

2630 

2822 

1932 

1981 

2060 

2109 

2175 

2218 

2478 

2651 

2834 

1938 

1989 

2062 

3114 

2177 

2261 

2485 

2533 

2843 

1945 

1993 

2068 

2116 

2180 

2274 

2499 

2707 

2851 

1946 

2005 

2073 

2120 

2182 

2280 

2609 

2711 

2857 


The Class A Notes may be surrendered for redemption at the specified office of any of the 
Paying Agents, which are as follows: 

Morgan Guaranty Trust Company 

PO Box 161 Avenue des Arts 35 

1 Angel Court B-1040 Brussels, Belgium 

London £C2R 7AE 


M or^janGuaranty Trust Company 


Bonque Internationale 
a Luxembourg SJL 


Morgan Guaranty Trust Company 


2 Boulevard Royal 
L-2953 
L uxem bourg 


30 West Broadway 
New York, New York 10015 
Attn: Corporate Trust Operations 


In respect of Bearer Ossa A Notes, the Redemption Price will be paid upon presentation and 

i Date, of such Notes together with all unmatured coupons 


surrender; on or after the Redemption L 

and talons appurtalning thereto. Such payment will be made (I) In sterling at the specified office 
of the Paying Agent in London or (ii) at any specified office of any Paying Agent listed above by 
sterling cheque drawn on, or at the option of the holder by transfer to a sterling account 
maintained by the payee with, a Town Clearing branch of a hank in London. On or after the 
Redemption Date interest shall cease to accrue on the Class A Notes which are the subject 
of this Notice of Redemption. 


Dated: May 9, 1990 


HMC MORTGAGE NOTES 2 PLC 

By: Morgan Guaranty Trust Company 
OF PE* HMK-o* Principal Paying Agent 


NOTICE 


ittoni 


1s required by - the Interest and Dividend Tax Compliance Act of 1983 unless the paying agency 
has the correct taxpayer identification number (social security or employer identification number) 
or exemption certificate of the Payee. Please furnish a property completed Form W-9 or exemption 
certificate or equivalent if presenting your Class A Notes to the paying agency's New York Office. 


TO HOLDERS OF 

ITYFEKFIRST TEXAS FINANCE N.V. 


Guaranteed Floating Rate Notes Due May 1989 
(Unconditionally guaranteed as to payment of principal and interest 
by IFRB Corporation, successor to InterFirst Corporation) 
CU5IP No. 458924 AA 5 


MORGAN GUARANTY TRUST COMPANY OF NEW YORK, as Trustee (“Trustee") under the 
below-mentioned Indenture provides the following to holders of the above described Notes: 


IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE NORTHERN DISTRICT OF TEXAS 
DALLAS DIVISION 


In re 

INTERFIRST TEXAS FINANCE N.V., 

Debtor. 


} 


Case No. 38*346 12-SAF-lI 
(Chapter 11 ) 


NOTICE OF FILING AND HEARING 


ON DISCLOSURE STATEMENT 


PLEASE TAKE NOTICE that on April 12. 1990. InterFirst 7exas Finance N.V. (“Texas 
Finance") and its Official Unsecured Creditors' Committee ( “Committee'' Holntly proposed and 
filed a Plan of Reorganization (“Plan") for Texas Finance and a related Disclosure Statement 
(“Disclosure Stateme nt" )■ 

PLEASE TAKE FURTHER NOTICE that a hearing to consider approval of the Disclosure 
Statement has been set for May 29, 1990 at 1 :30 p.m. Central Daylight Time before the Honorable 
Steven A. Felsenlhal, Room 15-C-22 at 1100 Commerce Street. Dallas. Texas. .Such hearing 
may be adjuumed from time to time without further notice to creditors or other part ies in interest 
other than by an announcement of such adjournment on the date scheduled for the hearing. 

Objections to the Disclosure Statement must be meriting, filed with the Clerk of the 
Bankruptcy Court. 1 100 Commerce Street, Dallas. Texas. “5201 and served on counsel for Texas 
Finance. Michael A. Rosenthal, Gibson. Dunn & Crutcher. 1717 Main Street. Suite 5400, Dallas. 
Texas 75201-4605. and counsel for the Committee. Henry L GompL J on es . Day. Reavis Sc Pogue. 
2300 Trammell Crow Center, 2001 Ross Avenue. Dallas, Texas (5201 no later than 4:00 pan. 
Central Daylight Time on May 25. 1990. if no objections are filed, the Bankruptcy Court may 
deem the Disclosure Statement to be unopposed and may approve it. 

A copy of the Disclosure Statement is on file with the Bankruptcy Court and may be examined 
by Interested parlies at the Bankruptcy Court during its regular business hours. Copies of the 
Disclosure Statement and the Plan may be obtained on written requests directed to: Michael A. 
Rosenthal. Gibson. Dunn & Crutcher. 1717 Main Street. Suite 5400. Dallas. Texas 75201-1605. 

PLEASE TAKE FURTHER NOTICE that, if you are a holder of Texas Finance Guaranteed 
Floating Rate Notes due May. 1989 I “Notes"), issued pursuant to that certain Indenture dated 
as of May 10. 1984. os supplemented, by and among Texas Finance. InterFirst Corporation 
( predecessor to IFRB Corporation as Guarantor) and Morgan Guaranty Trust Company of New 
York, as Trustee (“Trustee"), and you have not previously identified yourself to the Trustee, 
you should immediately do so in order that you may directly receive future material relating 
to the Notes. The Trustee may be contacted at the following address: 


MORGAN GUARANTY TRUST COMPANY 

UK NCV YURK.mii Troop* 


Corporate Trust Administration 
30 West Broadway. New York. NY 10015 
Attention: Mr. Patrick J. Crowley, Vice President 
1212)587*6027 
Fax (212)6934)534 


By InterFirst Texas Finance N.V. 
Debtor in Possession 


Dated: April 30. 1990 


U.S.$ 200,000,000 



Indian Oil Corporation Limited 

(mablnhfdimtirrtkt Ca mp a ua Aet, I9S6vfIrtitig} 

Guaranteed Floating Rate Notes Due 1994 
Uncondibonallv and irrevocably guaranteed 
as to payment of principal and interest by 

India 

AaiHf bf ia Ptaident 


tranestRote 

9 / 6 % per annum 

Interest Period 

Sth May 1990 

9th November 1990 

Interest Amount per 

US. 610000 NotBduo 

Sth November 1890 

US.W6A39 


Credit Suisse First Boston Limited 
Agent Bxrdc 


INTERNATIONAL COMPANIES AND FINANCE 


Storing trouble in the debt departments 

1 / r ~W 1 ^4. T TC Wflf Oil *n t**0 t Of i) 1-1 ]c 


L-J A.. 

Karen Zagor looks at why the US retail sector is giving contradictory signals 

tto ■ — *■ — . ■ x ’ ■ . • . Us Cfamr niittim nnfllvsfc hanking COSID 


T he US retailing sector 
has been rife with con- 
tradictory portents dar- 
ing the past few months. In the 
department store sector, BAT 
Industries, the UK conglomer- 
ate, sold both Marshall Field 
and Saks Fifth Avenue for 
more money than anyone had 
dared predict, at $1.0fim and 
tishn resoectivelv. 

Less than four months ear- 
lier, Campeau Corp tailed to 
solicit bids of Slbn for its 
Bloomingdale’s stores in 
another move thfe month, the 
stores were taken off the block. 

During tiie g giue week that 
Saks was sold, Ames Depart- 
ment Stores filed for bank- 
ruptcy protection. Yet in the 
discount retailing sector, 
where Ames was the fourth- 
biggest operator, Wal-Mart is 

pncHng ailiii wming s qq Mias 

expected to grow from $25£bn 
In 1989. 

Are these signs of boom or 
bust? Basically neither. What 
is happening seems to be a 
shakeout in the retail sector, 
with the over-leveraged or bad- 


■ t* 



Mary’s: likely to survive despite $5.61bn debt burden 


ly-managed businesses running 
into trouble 


while the stronger 

rrwnpawfog CQ BSQlMafcB At 
mu mu time, suppliers are keep- 
ing a much closer watch on the 
creditworthiness of retailing 
chains. 

The spectre of recessi o n, and 
with It a downturn In con- 
sumer spending, no longer 
hangs over the retail sector. 
Americans still spend enough 
to make retailing a lucrative 
business for. a well-managed 
company. But growth in real 
spending is modest, ««ii mi** 
of a ra ii v big-ticket items, such 
as home furnishings and 
vehicles, seem to be fading. 

In this environment, “the 
strong will get stronger and 
the weak will get weaker,” said 
Mr Edward Cameau, a retail 
analyst at Oppenheimar. 

BAT succeeded where Cam- 
peau had failed for several rea- 
sons. When Bloomingdale’s 
was put on the block in 


November, the stores’ value to 
I n vestors was diluted by the 
large number of other big US 
department stores for sale, 
■toriwrifap the BAT operations. 
By the time BAT closed on 


Saks and Fields, they woe the 
only big names left 

Tn adilitinn , Salni $g "more a 
specialty . operation than a 
department store," said Mr 
Walter Loeb, a respected retail 
analyst in New York. Unlike 
Bloomingdale’s, Saks has very 
focused departments, without 
eznostue to home ftnufaWny 
Furthermore, the Saks stores 
are solid performers, while the 

parfnrmanra nf EnnrmrinprtaWa 

store s outside Manhattan was 
euattc. 

The »nw gtrlWng difference 
between the operations, how- 
ever, was the amount of debt 
they carried. BAT bought Saks 
in 1973 for $250m and nine 
years later spent $S68m to 
acquire Mjmtfuin Field. 


In contrast, Campeau 
acquired Bloomingdale’s as 
part of its 1988 Federated 
Department Store acquisition 
for $&6bn. with most of the 
money coming from high-yield 
junk bonds. 

While BAT had the liquidity 
to invest $86Qm ia Saks during 
the 1980s, one analyst 
described the Blooxningdale’s 
stores as "stressed* by Cam- 
peau’s debt. When Campeau 
decided to sell the stores, the 
hefty debt burden was an 
added deterrent to investors. 

It is ironic that retailing 
should have been such a fruit- 
ful field for big leveraged buy- 
outs during the 1980s. The 
industry does not lend itself to 
lack of liquidity, since ade- 

r te Mil 1 flow is critical to 
Dfivment of custo m ers. 
“When retailers take oh a 
large amount of debt, there ia 
very little flexibility to help 
them weather transition,” said 


Ms Stacy Dutton, retail analyst 
at Morgan Stanley in New 
Yorfc- 

■ In Campean’s case, the bur- 
den of having to pay bothits 
bankers and suppliers proved 
too onerous, and the problems 
won compounded by sluggish 
sales at Christmas. 

Even when a reasonable 
schedule of debt repayments is 
arranged with lending banks, 
retailers n» n still flounder. 
Ames Department Stores, 
which choked on its 8800m 
acquisition of Zayre stores, is 
an example . 

"Ames negotiated a very 
favourable arrangement with 
its bankers, with debt repay- 
ments of only $25m a year,” 
said Mr Comeau. Altho u gh the 
Zayre operations were unprof- 
itable when Ames, bought the 
company, the favourable debt 
repayment schedule should 
have given Ames plenty of 
room to manoeuvre. 

But the Rocky PTI), Connec- 
ticut-based company made sev- 
eral miscalculations in its 
merger strategy and then erred 
fatally in not working closely 
enough with its lending banks. 

Ames foil behind in its plans 
to torn the unprofitable Zayre 
stores around, and when the 
company ran into cash prob- 
lems at the beginning of the 
year. Its lenders refused to add 
another credit Ene. 


A ccording to Ms Dutton, 
a good relationship 
with banks has been 
central to the survival of R. H. 
Macy’s, another big name in 
US retailing which Is having 
trouble digesting the debt it 
took on in a t3.6bn manage- 
ment-lad LBO in 1986. 

Although Macy’s recently 
repmted a second-quarter loss 
of 339m, and has a debt burden 
of $5.61bn, most analysts 
believe the chain will survive. 

“Macy’s is an extremely 
well-run company," said Mr 
(Elbert Harrison, chairman of 
Finance, a New York merchant 


banking company _ 
in retailing mergers and 
sftkms. "I don’t think well see 
another Campeau." 

However, the fear of another 
-Campeau is prompting distrib- 
utors to take precautions. 
McKesson, a leading distribu- 
tor to drug stores, recently 
took a charge against ea rni n g s 

and- increased its reserve 
against customer accounts 
receivable because some of its 
highly-leveraged customers 
had fallen behind In payments. 

The San Fran cisco- based 
company said some of its retail 
customers were using suppliers 
to supplement their bank 
credit fines. "Given the narrow 
margins inherent in the distri- 
bution business, the risk-re- 
ward ratio for McKesson to act 
as an unsecured creditor in 
those situations is not consist- 
ent with prudent business 
practices," said the company's 
Chairman and president. 

"What we are seeing today 
is the retail and other indus- 
tries represents the price that 
will have to be paid for the 
leverage binge of the 1980s.” 

US factors, the low-pro Ole 
financier s of the US clothing 
industry, have also started tak- 
ing a more cautious line. 
"Before all the leverage, credit 
was unquestioned ami anmmi 
financial statements were ade- 
quate. Now we need to stay 
Closer to the stores and ask 
more questions," said Mr Gabe 
Borneo, senior vice president at 
BancBoston Financial. 

However, neither factors nor 
distributors can afford to sever 
ties with retailers until they 
are convinced that the retailer 
is on the brink of bankruptcy. 
The danger of losing a client’s 
goodwill is potentially as grave 
as the dangers of a client 
declaring bankruptcy. 

Meanwhile, McKesson is 
studying ways *to change the 
top na and conditions of sale to 
highly-leveraged customers. It 
has also increased customer 
credit surveillance. 


Canada 
Packers hit 
by deficit 


By Bernard Simon 

in Toronto 


CANADA PACKERS, the food 
processing company soon to be 
controlled by HUlsdown Hold- 
ings of the UK, suffered its 
first loss In 12 years In the 1 
final quarter of fiscal 1990 to 
end what the company miM 
“one of the most difficult and 
unsatisfactory years” in its his- 
tory. 

The loss for the three 
months to March 31 'was 
C$101,000 (US$87,000), com- 
pared with earnings of 
CI75L000 or 2 emits a share, a 
year earlier. Sales a dvanced by 
9 per cent to C$75&5m. 

For the year as a whole, net 
income halved to C$12.6m or 35 
cents, from C$25. 2m or 68 
cents. The figures include 
income from discontinued 
operations of C$ll*5m and 
C$15^m respectively. Revenue 
edged up 1.5 per cent to 
C$2J7bn. 

Although fourth-quarter 
operating income was substan- 
tially hi gher 1 than hat year. 7 to* 
bottom line was pulled down 
by the C$9.4m cost of closing a 
beef slaughtering facility out- 
side Toronto. 

The company said that poor 
profitability was due chiefly to 
highly competitive beef, pork 
and oilseeds operations. 
Remaining businesses, which’ 
include groce ry products and 
poultry, had a “satisfactory” 
year. 

The recent rationalisation of 
the company is continuing 
with the sale of its 50 per cent 
interest in Britain’s Haverhill 
Meat Products to its partner, 
the J. Salnsbury supermarket 
rhaln. Canada Packers 18 also 
selling its gelatin business 
to Nitta Gelatin of Osaka, 
Japan. 

The pace of change is expec- 
ted to accelerate when Hills- 
down acquires its planned 
56 per cent stake in Canada 
Packers, probably within the 
next month or two. 

The British company plans 
to combine CP with its existing 
Canadian subsidiary, Maple 
Leaf Mills. It is widely expec- 
ted that CP will bear the brunt 
of the subsequent restructur- 
ing. 


We are pleased to announce 
that 


Harold Brown 
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Senior Managing Director and Advisor 
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Big gains at El A1 and Israel Chemicals 


By Hugh Canwgy in Jerusalem 


ISRAEL Chemicals and El A1 
Airlines - two of Israel's tin 
state-owned companies slated 
,for privatisation- — yesterday 
reported sharply improved per- 
formance in 1968. 
j Israel Chemicals, a leading 
{producer of bromines, phos- 
phates and fertilisers, 
announced net profits of 
yinnem up fr om the pre- 
vious year largely as a result of 
high prices inter nationally . 
Turnover reached, fLHHtfw of 
| which more than half went for 
'export. 

The once ailing El A1 pasted 
a 30 per cent rise in net profits 
.to $242m, on sales of $713 -Sm, 
its fourth consecutive annual 
profit. 

( Passenger traffic, which 


ain wip nii in when to u rists 
stayed away from Israel 
because of the Palestinian 
uprising, i m p rove d' by 12 per 
w i l t to L74m, giving an aver- 
age load figure of 76 per cent. 


Both companies are widely 
regarded to be 


ripe for privati- 
sation, bat the process has 
been ha mpered in both cases . 
by pohtfcar delays.". '• 

Finance Ministry, plana : to 
sell a 50 per cent stake in Israel. 
Chemicals by private auction 
to a foreign investor have been 
blocked by objections in parUa- 
ment to the sale abroad of 
what is regarded as a key stra- 
tegic company. 

Resolving the issue has been 
farther delayed by the -pro- 
longed government crisis. This 


baa also prevented progress — 
perhaps until iy«t year — of 
plans to float up to 49 per cent 
of El A1 on stock exchanges in 
the US and Tel Aviv. 

Israel Chemicals warned that 
its profits in 1989 - which pro- 
duced a return on equity of 16 
per cant — bad beeaz swollen 
by a surge, in prices .for its 
products. Iftedd aFtteMno in- 1 
prices this year would, canso'a'- 
profits drop. 

Tbe toove tor a public flOtot- ' 
ttoh af El A1 is ' complicated' by 
the company w*nainfng ’ in offi- 
cial receivership imposed in 
1982 when it was beset by 
labour problems and debt 

Company debt, once around 
S500m, is down to $279m. 

. Six of its 20atrong fleet of 


a ircr a ft are still government- 
owned. 

However, the airline said it 
required no state assistance in 
funding a $220m pm grammp to 
buy five, new Boeing 757s and 
one second-hand Boeing 747 by 
the mid of this year. 

• The Tel Aviv Stock 
Exchange yesterday suspended 
trading in six oil exploration 
companies following the 
announcement by Isramco 
Israel that it was assessing the 
commercial feasibility of a gas 
find in the Mediterranean off 
the Israeli coast. 

Oil company shares shot up 
following a newspaper report 
of an oil find. Isramco denied 
the report, but said its drill rite 
Yam-2 had discovered gas. 


Circle K chief executive resigns 


.By Roderick Oram in New York 


MR KARL Eller has resigned 
as rfminnan and chief execu- 
tive of Circle K, a leading con- 
venience store chain burdened 
by heavy debt and losses in the 
face o f sti ff competition from 
petrol station stores. 

The Phoenix, Arizona-based 
company will be run by Mr 
Robert Dearth, its president 
and chief operating officer 
since January. He is a close 
associate of Mr Carl Lindner, 
the Cincinnati investor who 
has a 38 per cent stake in Cir- 
cle K. 

Circle K agreed last month 
with its creditors on the princi- 
ples of a restructuring of its 
$S2Ctm of debt; a move designed 


to save the company, from 
seeking protec tion of the bank- 
ruptcy courts. 

Details, including an offer to 
swap some Junk bonds for new 
debentures convertible into 
Circle K stock, are due to be 
released shortly. 

Mr Eller, 62, joined Circle K 
in 1983 after a career in media 
companies. He had built up a 
billboard company which he 
sold to Gannett in the late 
1970s. 

After losing a fight for the 
top post at Gannett, he moved 
on to Columbia Pictures which 
he subsequently sold to Coca- 
Cola. He left after failing to 
persuade the new owners to 


build a medfe empire around 
Columbia. 

He sank most of -Us fortune 
into Circle s taking a 7 J per 
cent stake. Relying heavily oh 
junk-bond finance, he expan- 
ded it rapidly from its base of 
L800 stores, concentrated in 
the south-west, into a national 
chain of 4,700, second in size to 
Southland’s 7-11 chain. 

Losses began to accumulate 
as oil companies built up the 
convenience store side of their 
petrol stations. In the past 
year. Circle K changed its 
retailing strategy twice but, 
burdened by debt, it still 
turned In a loss of $28. lm on 
revenues of $S72£m. 


Sharp drop at Multi-Purpose 


By Um Slong Boon tn Kuala Lumpur 


MULTI-PURPOSE, the 
diversified Malaysian group 
which faces extensive reorgani- 
ffltjnn, recorded sharo declines 
in profit levels last year. 

Group pre-tax profit fell by 
54 per cent to M$30m (DSJllm), 
while turnover dropped by 4 
per cent to M $5 l 6 m . Profit after 
tax declined 77 per cent to 
M$8m. 

Mr Llm Titian Kiat’s 
Kamunting, an investment 
group and toll-road operator, 
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gained a controlling 29 per cent 
stake in the conglomerate last 
November. 

But changes made by Mr 
Lim could significantly alter 
the group’s composition and 
results this year and 
beyond. 

The changes centre on a 
shift away from plantations, 
shipping and trading to com- 
mercial and residential prop- 
erty development, where Mr 
Um expects dividend yields to 
improve greatly. 

That gambit has resulted in 
asset sates - worth more than 
M$500m so for this year - 
from Dunlop Estates and Mut 

rtia plantefim t and t rading 


Multi-Purpose attributed last 
year's poor profitability to 
weak commodity prices and 
substantial provisions for 
doubtful debts and obsolete 
stocks at its trading and engi- 
neering units. However, its 
gambling , banking, property 
and shipping operations 
im pro ved pre-tax profits. 

The group’s profit after tax 
and minority interests foil by 
61 per cent to nearly M$6m, or 
0B sen (Malaysian cents) a 
share from 2 sen in 1988. 

• Malaysian Plantations 
(MPlant), another of Mr Urn’s 
groups, also reported dismal 
results, ahead of a proposed 
merger with Kamunting. 

The group's pre-tax profit 


fell from 1988*s M$14m by 
nearly 50 per cent to M$7m. 
Turnover dropped by 17 per 
cent to M$44m. 

Profit after tax foil by 42 per 
cent from M$8m to M$5m to 
give earnings of &5 sen, com- 
pared with 14.7 sen previously. 

Hie set of results represents 
one of the last for MPlant, a 30 
per cent Kamunting-owned 
group which, like Multi-Pur- 
pose, is being restructured by 
Mr Lhn- 

Following a M$179m share 
issue by its KL Land subsid- 
iary. MPlant has been acquir- 
ing properties primarily from 
units within the Multi-Purpose 
group. 

This will lead to the forma- 
tion of a new public-quoted 
company in KL Land. 

The changes within MPlant 
will culminate in a planned 
merger this year with Kamunt- 
tng. Kamunting Amalgamated, 
the outcome of the merger, will 
have issued capital of M$5Q0m, 
split 3:1 between KamnnHwg 
and MPlant shareholders. 

MPlant shareholders will see 
the group’s net assets dissipate 
by 30 per cent to the equivalent 
of M$Ll0 a share from M$LSf 
last year, and SM2.61 in 1988. 

However. N.M. Rothschild, 
adviser to the merger, says *hiq 
foil ought to be compensated 
by an increase in gross earn- 
ings, by 19 per cent in 1990 and 
23 per cent in 1991. 


Swedish law 
firms in 
merger plan 


By John Burton 


SCANDINAVIA'S biggest law 
firm win be created through 
the merger announced yester- 
day between Advokatfirman 
Lagerlof, Stockholm's largest 
law firm, and Gothenburg- 
based Dr Philip Lemans Advo- 
katbyra. Sweden's oldest law 
firm founded in 1849. 

The new firm, Lageriof&Le- 
man, will have a staff of 115 
lawyers and an annu al- turn- 
over of SKr200m. The two 
firms said the merger would 
strengthen their domestic posi- 
tion and improve their acuity 
In expa nd ing abroad. The firms 
have offices in New York and 
London. 

Both firms serve a corporate 
clientele and want to increase, 
their share of international 
business, which they describe 
as accounting for a significant 
amount of their activity. 


Mfnnova needs 
C$150m to 
develop mine s 


MINNOVA, a Noranda gffiHata , 
has two potential mines in 
northern Quebec requiring 
C$150m (USSUsm) or more to 
develop, writes Robert Gib- 
bens In MontreaL 

MInnova, a gold gnri base 
metals producer in Quebec and 
western Canada, expects to 
make a fins) decision on the 
Mobrun property in the Lac 
Dufault copper belt of north- 
western Quebec by September. 
It would be an underground 
mine -with daily production of 
3,000 tonnes of ore containing 
copper, zinc, silver and 
gold. 

The second property is Lac 
Frotet in the Cnibougamau 
minin g area to the east litis 
would be an qpen-pil goldmine. 
The ore body is low-grade but 
extensive, and MInnova could 
move an existing win to the 
mine site. 

Minnova’s first-quarter profit 
was C$44.4m or 31 cents a 
Share, up from C$233,000 or 3 
cents a share a year earner, os 
net sales of C$47.7m against 
C$22fim. 
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Fiat hits record earnings 
and boosts dividend L50 
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By John Wytes In Rome 

ITALYS Flat Group yesterday 
reported a 10 per cent increase 
In 1969 consolidated net earn* 
mgs to a record L3,306bn 
(&L68m) and rovealed that It 
lad more than half completed 
its share buy-back programme. 

The rise in net earnings, 
more modest than in recent 
years, largely reflects a much 
heavier tax burden which has 
risen from 27 per cent is 1388 

to 31 per cent of operating prof- 
its. 

Revenues were 17,5 per cent 
higher at L52j019bn, or 14 pa 
cent after discounting the 
first-time consolidation of the 
group’s financial services 
operations. •• 

Investments rose marginally 
to L3,423hn while the net cash 
balance at December 31 
dropped slightly from L2^49bn 
to Lajahn. 

The I960 dividends are all to 
be raised by L50 a share, to 
1470 for ordinary and preferred 

Continental np 
on depreciation 
method change 

CONTINENTAL, the West 
German tyre maker, said' its 
1989 group net income rose 17 
per cent to DM227.8m 
(Si 35.5m) from DM194Am a 
year earlier. It will pay an 
unchanged dividend of DM8 a 
share for 1989, AP-DJ reports. 

Sales rose to DM8482bn 
freon DM7-91hn in 1988. 

The rise in 1989 group net 
reflects a in Continen- 

tal’s depredation method, 
while the «md— ■Ty fwg earnings 
remained unchanged last year, 
the company had' said in 
March. At the time, it ascribed 
the flat profit trend to a 67-day 
strike at its General Tire unit 
in file fiS and owning tyre 
prices. 

Continental also announced 
it had rnnrtldrt a ww ^ni in 
principle to acquire the indus- 
trial robber activities of GUar- 
dinl, a subsidiary of Italian 
car maker Flat, for an undis- 
closed m nm mt 

The unit, called AGES, gen- 
erated equivalent sales of 
nearly DM200m through the 
wi M i mii i M - iii r i ng of rubber ports 
for the automobile Industry at 
three plants near Turin, Conti- 
nental said. 


shares, and to L 4 QQ for savings 
shares. 

Having been authorised at 
last JUne's shareholders' meet- 
ing .to spend LLOOObn on buy- 
ing ba c k the equivalent of 5 
per cent of the quoted Fiat 
SpA^ ordinary, preferred and 
savings stock, the company 
revealed that' it had so far 
spent L586bn an the acquisi- 
tion of 46.7m ordinary shares. 
7.74m pre fa rad and 6m savings 
shares. 

As usual Fiat An to was the 
jewel in the group’s crown last 
year, accounting for 545 per 
cent of total sales and 57.7 per 
cent of net profits, slightly 
lower than in recent years 
because of new consolidations. 
The Flat, Lancia and Alfa 
marques siild a total , of 2.284m 
units. &5 per cent more than in 
1988, and retained their leading 
149 per of the European 
market. 

Of the group's 13 other oper- 


ating sectors, only two 
recorded falls in profits last 
year. Ssia Bpd’s net earnings 
dropped . from L84.9bn to 
L63k2bn, partly because of diffi- 
culties in the defence and 
space sectors. 

Net profits from publishing 
and communications fell from 
L17.3bn to L4bn, largely 
because of a heavy drop in 
earnings from the La Stamps 
newspaper. 

The Flat board decided yes- 
terday to increase the compa- 
ny’s capital by LS5.54bn 
through an ordinary and 
savings share issue to accom- 
plish the incorporation in Flat 
Spa of the holding company 
Saes, which owns 51 per rent 
of La Rinascente department 
store chain. 

Fiat said the incorporation 
would be done on the basis of 
two of its ordinary or savings 
shares for two of the same cat- 
egory in Saes. 


C1R consolidates 
Mondadori gains 


By Haig Slmonfam In Milan 

MR Carlo De Benedetti's CUR 
holding company yesterday 
pressed to consolidate recent 
gains in the battle for Monda- 
dori, the leading Italian pub- 
lisher, by mailing fa & share- 
holders’ meeting to appoint a 
new board and depose Mr Sil- 
vio Berlusconi as chairman. 

- The plan, announced at a 
meeting of L’Espresso, the 
media group now linked to 
Mondadori. follows CER's suc- 
cess last week in regaining 
boardroom positions at Amef, 
the holding company which 
owns a bare majority of Mon- 
dadori's ordinary shares. 

CUB. had been expected to 
wait until June 28, when a 
scheduled Mondadori share- 
holders' meeting is due to vote 
on the conflicting rights issues 
advance d by Mr De Beuedetti 
and Mr BerinsconL 

The proposal to call a new 
Mondadori meeting earlier 
came as a new board was 
appointed at L'Espresso, 
reflecting the new balance at 
power indicated at Amef last 
week and likely to be repeated 


at Mondadori itself in due 
course. 

Reflecting a similar division 
of power between Flninvest, 
C3R and auDointees from tfa 
court which has sequestered a 
key block of shares, the new 
L'Espresso board is likely to 
increase the pressure on Mr 
Berlusconi to clinch a negoti- 
ated deal, claimed a (HR offi- 
cial. 

Nevertheless, talks on a set- 
tlement remain blocked over 
the size of payments due. 
Under a wIimwa in which dR 
would receive La Repubblica 
and L'Espresso, while Mr Ber- 
lusconi would tgto o ver Mon- 
dadori's publishing mid adver- 
tising interests, Fininvest had 
proposed to pay LlOOhn ($81mX 
against a demand for L575bn 
by CIR. Their positions may be 
slightly closer on the alterna- 
tive proposal, whereby Mr Ber- 
lusconi has offered to pufi out 
of Mondadori for around 
Ll.OOObn, and give up 
ownership of Panorama, 
Italy's second biggest news 

mapriiM. 
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Strength of 
D-Mark 
depresses 
Bayer 3 % 

By David Marsh 

in Leverkusen 

GROUP pre-tax profits of 
Bayer, one of the big three 
West German chemical 
groups, fell 3.1 per cent to 
DM930m (S553M) In the first 
quarter compared with the 
first three mouths of 1989. 
Turnover fell 2.7 per cent to 
DMlLObn from BMH-Obn. 

Mr Hermann Stronger, 
phafp n ^ , B»id the fiffi in prof- 
its and sales was lsrgely due 
to the weakness of key trading 
! < - ju i«* iu‘l»g apliwt the D-Mark. 

Volume sales rose by 8 per 
j cent In the first three months, 

! but currency fluctuations 
! earned a foil of 5 per cent 
The profits foil was Jess i 
Tnarkod at the parent company 
level, where pre-tax first quar- , 
ter raining* dropped 14 per- 
cent to DMSZftm. Parrot earn- : 
pany first-quarter turnover 
rose 2A per cent to DM&Sbn 
Mr Stronger was confident 
that Bayer’s earnings for the 
whole of 1990 would remain , 
around the record level of 
1989, when the group boosted 
net profits by 108 per cent to 
DM2.xbn on turnover up 7 per 
cent to DM43 Abn. 

Bayer is paying an Incre as ed 
dividend of DM13 for 1989, up 
from DM12 feu* 1988. The pre- 
tax return on turnover last 
year, at 9.5 per cent, was ! 
Bayer’s best for 20 years. ; 

He said first-quarter 1989 
results were especially good 
and added 1990 would con- 
tinue the “positive develop- 
ments” of the 1980s. He 
warned again about the Bonn 
government’s health reform 
measures on the company’s 
domestic pharmaceutical 
activities, which might not 
Show a profit fids year. 

The group’s fixed asset > 
in ve stm ent In 1990 is likely to ' 
rise by 4 per cent or S per cent 
to DM&£bn, of which DM1.9 
hn will be in West Germany 
and DM1.7bn abroad, led by 
western Europe with DM820m 
and North America with 
DMSOOm. First-quarter group i 
turnover rose 5 per cent in 
West Germany and only 1 per 
cent in the rest of the EC. 
Sales foil 33 per cent in east- 
ern Europe, 19 per cent in 
Asia, 7 per cent in North 
America, and 6 per cent in 
T-afin America. 
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Ericsson strategist takes the lead 

Robert Taylor meets the Swedish telecoms equipment group’s new chief 

M r Lars Ramqvist has of Ericsson*s radio communica- fierce competition from rival! 

no need for a period ^^yi- tions division, which ended like AT&T, Siemens and Moto 

of apprenticeshin with last summer’s loint ven- rola without losing grounc 


M r Lars Ramqvist has 
no need for a period 
of apprenticeship 
before he gets down to work 
today as the new chief execu- 
tive of the telecommunications 
equipment group Ericsson, 
Sweden's most successful com- 
pany. 

After Joining the company 10 
years ago to run its office auto- 
mation division, 51-year-old Mr 
Ramqvist played a key role in 
Ericsson's recent transforma- 
tion when he was given the 
task of drawing up a new core 
business strategy for the com- 
pany in the spring of 1997. 

At that time Ericsson was 
stumbling badly as a result of 
its mistaken plan to widen its 
activities beyond teiecammuni- 
cations into information tech- 
nology. Under pressure Mr 
Ramqvist devised a “return to 
basics** programme which was 
endorsed by the company in 
the spring of 1987. 

It has turned out to be a 
winning formula in the revival 
of Ericsson’s fortunes over the 
past two years. Certainly it 
helped to boost Mr Ramqvist* s 
credentials for heading the 
company — he became chief 
executive yesterday. 

“We were lucky In our tim- 
ing,” he admits. The core strat- 
egy was launched when the 
telecommunications market 
began to grow rapidly, and 
Ericsson was a beneficiary of 
the new expansion, “The tele- 
phone companies started 
believing in us again.” says Mr 
Ramqvist. “They had not done 
so when they saw us footing 
around elsewhere. Now they 
trusted us » g»in and came 
back.” 

In foot, the new chief execu- 
tive has been deeply involved 


r ■ 


Lars Ramqvist: source of good 

ideas far development 

in the ups and downs of Erics- 
son in tiie 1980s, working in a 
wide range of areas. With a 
physics doctorate from Uppsala 
University and a stint in a 
research laboratory for Stora, 
Sweden’s forestry giant, Mr 
Ramqvist has proved to be a 
source of good ideas for Erics- 
son’s development 

He first came to the atten- 
tion of the company's board 
with his shrewd advocacy of a 
Joint deal with Texas Instru- 
ments, which involved the 
American company providing 
the microelectronics for Erics- 
son’s AXE digital switching 
system. Oat of this emerged 
the company's eventual deci- 
sion to disinvest from com- 
puter and Information technol- 
ogy. 

Mr Ramqvist studied law in 
his spare time and is an expert 
in Hcgiwdng , knowledge that he 
found very useful when 
involved in the highly detailed 
ne goriA*fan» he headed as chief 


of Ericsson’s radio communica- 
tions division, which ended 
with last summer’s joint ven- 
ture deal with General Electric 
of the US to attack the world's 
fast growing mobile phone 
market 

Under Mr Bjorn Svedbcrg's 
quiet style of leadership Erics- 
son has lacked a high public 
profile but this looks set to 
change with the more outspo- 
ken Mr Ramqvist An active 
Young Socialist in his youth, 
he takes a critical and firm 
view of what needs to be done 
to ensure Swedish industry 
competes effectively on world 
markets in the 1990's. 

These days Mr Ramqvist 
talks about the “destructive 
politics” of the Social Demo- 
crats, Of the need to maintain 
nuclear energy and above all 
“harmonise” the country with 
the rest of western Europe. 

“There is a gradual exodus 
going on into the European 
Community,” he admits. 
“Ericsson could do everything 
in the EC. It would be easy for 
us because we have been in 
western Europe for a long 
time. We are already a part of 
the EC." 


a part of 


N o plans exist at the 
moment to transfer 
any of Ericsson’s exist- 
ing production facilities out of 
Sweden into the EC but Mr 
Ramqvist does not give the 
impression that he will main- 
tain the company’s Swedish 
presence for any sentimental 
reasons. 

In his opinion, Ericsson is in 
a strong global position to 
grow rapidly in the 1990s. The 
company’s broad global pres- 
ence In world telecommunica- 
tions should enable it to face 


fierce competition from rivals 
like AT&T, Siemens and Moto- 
rola without losing ground 
overall. 

The liberalisation of telecom- 
munications will provide 
greater opportunities for the 
company’s growth in countries 
where the forces of industrial 
nationalism have sought to 
freeze out foreign intruders in 
the past 

Ericsson believes in estab- 
lishing itself in new markets 
through diff erent forms of joint 
collaboration. This is what it 
did in the US with its tie-up 
with Atlantic Richfield in the 
early 1980s, with Thom EMI in 
Britain. Telefonica in Spain 
and Matra in France. “We need 
to co-operate with others in the 
development of basic systems,” 
says Mr Ramqvist. 

In September he plans to 
hold a summit conference of 
Ericsson senior managers to 
set out the company’s offensive 
strategy for the 1990s. Already 
Ur Ramqvist has some clear 
ideas of what be wants to 
achieve. 

“My first task will be to trim 
the organisation so that wc can 
respond faster in more flexible 
markets,” he asserts. “We have 
to get closer to our customers. 
The market will grow more 
fragmented with increased 
competition as it is standar- 
dised and liberalised.” 

As a result, he believes 
Ericsson wifi have to become 
“more focused on quality anil 
price. The light will be on the 
levels of service we can pro- 
vide. We wifi have to put a 
greater emphasis on the 
marketplace. 

“We need to respond to its 
demands in a more profes- 
sional manner.” 


Saatchi shares advance I Ares-Serono rises 19% 


By Alice Rmrsthom 

SAATCHI & SAATCHI. the 
troubled UK c ownmnlqiHi wn 
group, yesterday saw its share 
price leap by 10 per cent from 
107p to 118p after heavy buying 
in the US, fuelled by favoura- 
ble comment and speculation 
about a French bid. 

The t W in Saatchi’s shares 
followed last Friday’s news 
that Mr Robert Lotds-Dreyltis, 
Saatchi’s new rhirf executive, 
had rtfamiiwijd Mr Roy Warman 
and Mr Tarry Bannister. 

The dismissals have been 


By William Dultforce In Geneva 


interpreted by the markets as a 
sign that Mr Louls-Dreyfus has 
won strategic control of the 
company from the Saatchi 
brothers and that he now has 
the authority to get to grips 
with Its financial problems. 

Saatchi’s shares have 

Hrallwinl Hramwtlrally fa recent 

weeks in response to a series of 
gloomy m in o nnrgTngntK about 
its financial difficulties. The 
shares, which were worth 
nearly SOOp a year ago, began 
fast week at a low of gip. 


ARES-SERONO, the 
Switzerland-based pharmaceu- 
ticals group, yesterday 
reported an 18.8 per cent 
increase in sales to fl40m in 
the first quarter compared 
with the first three months of 
1989. 

Operating income grew by 
10 2 pro cent to 427.8m, but 
net rarafag* slumped by 10.6 
per cent to 413m or 6337 per 
share against 4l4Am or 42080 
per share in the first quarter 
of 1989. The setback in net 


profit is attributed partially to 
foreign exchange differences 
of 42.2m realised mainly in 
Latin America and to 
increased financial expenses. 
It was also influenced by 
Investments in the loss-mak- 
ing diagnostics division. 

Mr Fabto BertarelU, chief 
executive, said it was too early 
to forecast results this year. 
Much would depend on the 
US’s economic development. 
There the group generated 28 
per cent of turnover last year. 


Canadian Pacific Limited 


anadian Pacific Limited had net income for the first 
three months of 1990 of $76.2 million, or 24 cents 
per Ordinary share, compared with $134.1 million, 
or 42 cents per share, in the corresponding period last year. 

Consolidated revenues from continuing operations were 
$2,588.9 million in the first quarter of 1990 compared with 
$2,620.3 million in the first quarter of 1989. 

Weakness in forest product markets was the major 
reason for the reduced earnings. Lower results also were 
posted by the telecommunicationsand manufacturing and 
the real estate and hotels sectors. The energy and the 
transportation and waste services sectors showed 
improvement 



Consolidated 

Income (unaudited) 


Transportation and Mfeste Services 

1st Quarter 1990 

4 29.9 

1st Quarter 1989 

4 233 

Energy 

47A 

3&0 

Forest Products 

3 J9 

51.9 

Real Estate and Hotels 

X2 

14.7 

Telecommunications and Manufacturing 

(8AJ 

3.0 


Income from continuing operations 
Discontinued operations 


Net income 


8 7 &2 


Average number of shares outstanding 


Earnings per Ordinary share 
Income from continuing operations 
Net Income 


< 024 
4 0.24 


$ 0.41 
* 042 


Although earnings should improve over the balance of 
the year compared with the first quarter performance, 
results for the full year will be significantly below those of 
1989, reflecting highly competitive forest product markets, 
exceptionally high interest rates and an overvalued 
Canadian dollar. However, oil prices are expected to be 
relatively stable and rail traffic is expected to be well above 
1989 levels. 
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Higher return on your investment 


Jyske Bank3> Invest-Loan allows you to invest up to 
four times your own deposit, which could increase 
the return on your capital. You borrow in a low- 
interest currency and invest the total amount in 
high-interest currencies. 

Despite exchange-rate fluctuations at the 
end of 19S9, the Invest-Loan produced a 
better return than alternative currency 
investment opportunities. But the re- 
turn on your investment does depend 
cm swings in the world 1 !! foreign- 




Fixe < I - Ter m Accounts 


exchange markets. 

You should not be financially 
dependent on the yields of the 
Invest-Loan, as you might, at 
worse, suffer a loss. The 
Invest-Loan is a long-term 
investment. 





4i*i 

Please seed me information 


You can choose between 14 
difEerent types of fixed- 
term account in various 
c ur rencies. 

You will eqo y the following: 
• no tax liability in Denmark 
• low charges 
D favourable exchange rates 
• professional service 
Jyske Bank is one of Denmark^ lar- 
gest banks with customers all over the 
wold. 


307403 


Name 


Street 


Postal Code 

City 

Country 



A JYSKE Hsintng 


Ubank 

Bunk cf Jutland 


Lntan 


Gfaaar 


Jyske Bank. 

Private Banking CimenmioQal) 


Tdcpbooe 


Tck:+453I 21 2232 


Member oTISA*. • | 


SWEDEN 

71e RoaucU Tines pnifMn n potAb a Swvf7 a the abene oa 
jatr«h 199* 

For a Ml cdfancM synopw and afl m tisanait d«tatK ptam eonwg: 


od 071-873 3000 
•rmfet to Un/tar at 


LwtaSElWL 
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Out of step means out of pocket 

Paul Cheeseright on the dangers of misreading cycles within the UK property sector 


D epression In the UK 
property sector Is tak- 
ing Its toSL More com- 
panies are expected to foBow 
in the steps of Rush & Tomp- 
kins, where the receiver has 
been c abled in, 

Securities, where the hank* 
have -been called- -upon--- to 
restructure the finances. 

In general terms the compa- 
nies are being bit from two 
sides. First, at least in south- 
east England, there is a natu- 
ral sogginess to the market, 
which has switched from an 
undersupply of space to an 
oversupply. Second, the slow- 
down of the economy has 
started to turn this soggfness 
Into a financial morass for 
pro p erty companies, as high 
Interest rates have pul op costs 
and dampened the expansion 

plana of thpir pHwvlf 

“Property works in cycles: 
yon have got to have a view 
about where yon are In the 
cycles,” says Mr Michael 
McNair Scott, finance director 
o£ Helical Bar. 

The cycles move diffe rently 
for di fferent types of property 
and they move differently for 
different regions. At Helical 
Bar the assumption Is three 
good years and four bad years. 

The companies in trouble 
now have misread the cycles or 
have chosen to disregard them. 
Because now is dm fime of the 
downside. The upside was 
1986-1989, Just as in previou s 
cycles It was 1970-1978 and 


1976-1079. ' 

The cydes pay no respect to 
the sire of companies. But the 
survivors are Bkely to have at 
least one of two characteris- 
tics. They will have assets 
_ an income stream 
rents. Or they win have 
assured their cash position 
through devices nfee the for- 
ward of buildings Under 
dsvdttmKnt orlengtfay lines 
of credit.' 

The property investment 
companies are not under 
threat This Is as true for Land 
Securities, the UK's largest, 
with a rental income for the 
year to last March estimated at 
about £Z70m ($430m), as it is 
for Barlows with a 1989 r ent al 
income a££L9m. The twa have 
in common the feet that rental 
income comfortably exceeds 
fhMmdai charges. 


HOW WE CHANGEDTHE FACE 
OF BUSINESS BANKING. 
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TheRoyalBank of Scotland pic. Registered Office: 36 St Andrew Square, Edatbm^jEH22YB.Bj!gBtiemI in Scodattd No 90312. 


DESKTOP BANKING 

AH. banks datm to understand Awr 
customers and their needs. But do they 
really? And how for are they prepared 
to go to prove the point? 

Our Royfine business banking 
system gives you, through, your own 
PC, complete control over your 
business finances. It is, quite literally, 
chang in g the face of business banking . 
By giving you up to the fwtnirte 
on all yonr acc oun ts, Royfine allows 
you to wanw^ interest earning 
balances. Thus increasing your profits. 
It also provides information 

reporting on- sterling and -foreign 
currency accounts -and can gfrre same 
day value on amounts in excess of 
£5,000 transferred to any other UK 
bank account. 

What^.more, Royfine allows yotrto 
update account transaction details all 
through the day so you are always 
totally up to date with your banking 
affairs. 

At The Royal Bank of Scotland, we 
believe that the future of business 
banking depends on using innovation 
and technology to our customers’ 
advantage. Royfine is only one example 
of how we go further to help our 
customers help themselves. And let’s 
face it, thatfe what business banking 
should be aH about. 

For more information on Royfine 
and our other business banking 
services phone free on 0800 636 626 
(24 hours), fill in the coupon, or call 
into any branch of The Royal Bank 
of Scotland. 


DESK TOP BANKING 

lo: The Royal Bank of Scotland pic, 
FREEPOSTi; PO BOX 43, RUGBX 
^arwickdurc, CV22 7BR. 

flease arrange for my local Brandi 
Manager to contact me to discuss yonr 
range of Business Banking Services. G 
Please send me more mfhrmarion on 
Royfine Desk top Banking. G 


Name. 


Address. 


.TeL 


« 


PD9LVCDR 


TheRoyalBank 
of Scotland 


VNIVI PVOPLI HATTIK 


r em ai n 
ulate a 


M enough to stim- 
nnal and sharply. 1 


rising growth in rents. But 
rental growth of 147 per coot 
in 1987, 23.9 per cant in 1388 
and WL4 per cent - across the 
average institutional portfolio 
measured by the Investment 
Property Databank — could 
clearly not be sustained. That 
growth has now expired. 

Given that much of the 
Investment demand has disap- 
peared from the property mar- 
ket; the financial variables in a 
property development have 
shifted against the highly- 
geared company. SelUng prices 
have slipped, and the capital 
value cf pr oper ty has started to 
erode, at a time when the 
financial charges have 
increased. Potential 20 per cent 


■ interest rate caps in order to 
have protection against base 
rate rises. Third, to work’ 
towards having bank loans on 
as long a duration as possible. 

Regalian. originally a resi- 
dential property developer, 
realigned its activities in 1987 
in thfr-befief that the residen- 
tial market had overheated. 
“Almost inevitably the com- 
mercial Tnffin** 8 * follows," says 
Mr David Gdttetnae, chairman. 


B 


ut it moved into com- 
mercial property and 
sought to secure its posi- 
tion by ■«uing or leasing for- 
ward three office develop- 
ments. Then ft sought to boost 
residential y»iea by offering a 
pay-half-now and half-later 


hose under threat are 
the highly-geared prop- 
erty development com- 
. “A lot of the trouble,” 
says Mr Peter Morgan, a direc- 
tor of Old way Properties, a pri- 
vate Merthyr Tydfil company, 
"Is that people expanded Just 
for the hell cf it In small com- 
panies you've got to pot the 
effort into detau otherwfee you 
just don't surviv e.” 

Reckless expansion led, even 
as late as mid-lS89, to some 
companies paying prices for 
sites that could be justified 
only on t b** assumption that 
demand for space would 


away. The response to such 
fiiumnla? dangers has inevita- 
bly been defensive. 

Companies like Rose h a ugh , 
which stunned the stock mar- 
ket with a one-far-ane rights 
issue to raise ffiasm in Febru- 
ary, have withdrawn from 
some developments. 

Helical Baris leading of the 
cydes led it away from London 
development to the purchase of 
rent-prodndng industrial prop- 
erty in the British regions. 

But its ffwBwrfai tactics, Mr 
McNair Scott explains, have 
had time aims. First, to main- 
tain liquidity through the accu- 
mulation of oash and bank 
ftwfHtton Second, to take rat 


From these 
three strands 
the desire not to 


experiences 
First is 
any 


is a certain sale or leasing. Sec- 
ond is the aim of finding a 
position in the market where 
the next growth will come 
from. Third Is the need for 
cashflow to meet running com- 

imnrbftflia . 

But there are companies 
with developments in areas 
with Utile prospect of rental or 
ftq pft el growth - City cf Lon- 
don frhu R ww , for example - and 
very little cashflow. The bell 
wfll toll for them. "We*re all 
aware it’s cydlcaL You’ve got 
to be prudent You’Ve got to be 
lucky,” says Mr Goldstone. 


Andreu to resign his post 
as chairman of Iberia 


By Tom Bums in Madrid 


MR NARGS ANDREU, who as 
chairman of Iberia steered 
Spain’s rational airline back 
into profitability, is to resign 
Ms post' at tin beginning of 

iwrt lwnitfh. . 

He will be replaced by Mr 
Miguel AguUn. currently the 
|mbH of the sht phnOHIng divi- 
sion at DO, the public sector 
holding, which Is the main 
shareholder in Iberia. 

The replacement comes at 
the request of Jfr Andreu. 57, 
who after five years running 
Iberia wfll now take up the 
post of exec utiv e president of 
the Banco Ulterior de Belgfea. 
the Brussels-based subsidiary 
of the state-controlled export 
finance Institution, Banco 
Exterior de Bspana. 


A hanker by profession, Mr 
Andreu knows Brussels well 
and wfll also act as a personal 
adviser on ' European. Commu- 
nity matters to the president of 

Hawwv Bu t ariw , 

At Iberia Mr Andreu pre- 
sided over a remarkable turn- 
around in the company’s 
finances; accumulated losses of 
Pta84bn ($802.67m) between 
1979-84 were followed by profits 
of ptaSlIm during 198988. He 
was also responsible for an 
investment programme total- 
ling some t 2 ^ u to renew Iber- 
ia's fleet with McDonnell Doug- 
las and with Airbus aircraft. 

Mr Andrea's final decision at 
the airilne company concerns a 
recommendation to acquire 
eight Boeing B-757S. 


Yasuda joins Chicago 
hank In advisory service 


By Barbara Durr in Chicago 


JAPAN'S Yasuda Trust & 
Banking, and Mari, a private 


investment banking boutique 
titered a 


in .Chicago, have enter 
joint venture to provide advi- 
sory services to small and 

IwaHimim iwd TTg 

companies that wish to do 
business in the other country. 

This is tiie first US-Japanese 
partnership to aim specifically 
at ttae medium-steed 

market. 

Mr Thomas Smith, a princi- 
pal of Mas! , mrid the partner- 
ship would target companies 
with annual revenues of $lQm- 
5150m. 

Business opportunities in 
Japan are expected to be best 
for US companies in construc- 
tion servfoes, particularly engi- 
neering, and retailing. 

Mr Smith said Mari’s clients 
woe eager to establish a 
ence in the . Pacific Rim 


thro u g h acquisition, license or 
joint ventures. He acknowl- 
edged that doing business in 
Japan for US compa n ies that 
were not household names 
required a Japanese Introduc- 
tion and that would now be 
provided by Yasuda. 

According to Mr Tsutomy 
Aizawa, director and general 
manager of Yasuda, the i»wfc 
was motivated to locate in Chi- 
cago because Japanese automo- 
tive companies that have suc- 
cessfully set up in the 
American midwest nave drawn 
tim attention of other Japanese 


businesses. 

There is interest in establish- 
ing not only factories but dis- 
tribution centres and regional 
headquarters in the region, be 
said. 

Yasuda Trust joins more 
than is other Japanese banks 
already in Chicago. 


COMPANY NEWS IN BRIEF 


■ AFRICAN 0XYCTN (AfroxX 
British Oxygen's 58 per omit 
owned South African subsid- 
iary, has shown a 28 per cent 
increase in trading profit to 
R93m CJ35m) in the six months 
to March, Philip Gawith 

repOS tS from JnliaiiTH‘«luiT[j’ l 

Turnover for the group; 
which is involved in the manu- 
facture and marketing of gases 
and welding equipment, and 
owns 10 private hospitals, 
increased 26 per cent to R438m. 

Pre-tax profit grew by 16 per 
cent over the year ago period 
to R7&sm after a steep increase 
in inte rest paid. This resulted 
from the combination of a 
large capital avpetwHh u - q pro- 
le and prevailing high 
’ ration 


from YllJSbn. owing to vigor- 
ous personal consumption, 
AF-BJ reports from Tokyo. 

Net earnings surged 80 per 
cent to Y9.42bn or Y60.67 a 
share, from Y&24m or Y33.71 a 
share. Sales amounted ' 
Y533J58bn, up 48 per cent. 


to 


M .Kobe Steel, one of Japan’s 
leading steelmakers, 
announced yesterday that it 
had chosen Mr Shlnji Fuku- 
kawa, former Vice Minister of 
International Trade and Indus- 
try ttfiti), as its vice president, 


— ; — 58, served as 

administrative vice uifatatar at 
Mitt between June 1986 and 
June 1968. 


■ North am Platbnnn, which is 
developing a platinum win** m 
the Transvaal province of 
South Africa, is to raise R800m 
($225.9m) net of estimated 
of Bfim by way of a 
Kenneth Gooding 


1 he company. 60.4 per cent 
owned by the Gold Fields cf 
South Africa mining group, 
said yesterday full details 
would be given an May 14. . 

So far Northern has spent 
R488Am on developing' fta mlra 
and a further Ratal will prob- 
ably be needed. The mi ra is 
expected to be in production 
during the 1991-92 ffranrfal 


■ Han An China Investments, 
the Hong- Kong hotel, pr oper ty 
and China trade 

day said its 1989 1 

tumbled 61 per cent to 
(US$640, 000) from HK$L3m a 
year earner, as a result of a 
slowdown in business after the 
June 4 massacre in Peking, 
AP-DJ reports from Hong 
Kang. 

Earnings per share plum* 
meted 73 per cent to UM cents 
from 3.88 cents a year ago, 
while turnover more than dou- 
bled to HK$204m 


from 


■ Matsuzakaya, Japan's fifth- 
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tor, has announced that consol- 
idated pre-tax earnings flu- the 
year to February grew by 7 j 0 
per cent to Yii82bn ($SLm) 


■ Bengal Star, a closely-held 
Australian concern, is waaing 
6 cents a share for all the ordi- 
nary or common shares in 
Bond Corporation Holdings's. 

64 per ceut-owned mhriwp off- \ 
shoot Endeavour Resources, v * 
valuing all the target at 
A$ll.lm (CS$8-37m), AP-DJ 
reports from .Sydney- 
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INTERNATIONAL COMPANIES AND FINANCE 


Talks on sale of Bond’s 
50% university stake fail 


By Kevin Brown in Sydney 

MR ALAN BOND, the 
debt-laden Australian entrepre- 
neur, faced a new problem yes- 
terday after negotiations col- 
lapsed over the sale of a SO per 

cent stake in the she of Austra- 
lia’s first private university. 

Bond University, which 
opened a year ago on Queen- 
eland’s Gold Coast, was 
founded by Mr Bond, and 
financed jointly by Bond Brew- 

ing Investments (BBQ a nd bib 
International, a Japanese prop- 
erty and leisure consortium 
headed by Tokyo-based Ur 
Hanmori TafcabasbL 

The two companies are 
believed to have invested 
around A$l2Qm (US$90m) each 
in Bond University Trust, the 
vehicle Idr the development. 

The university was estab- 
lished separately under an act 
of the Queensland Parliament, 
and was intended to be 
financed jointly by BBH and 
bir nntfi it was »hiw to become 
ffAif.fi naming . 

However, the operating costs 
of more than A$500,000 a week 
have been met by EIE alone 


since January, whoa the finan- 
cial problems of the Bond 
group became acute. 

etc said yesterday that it 
had offered to buy the Bond 

stake to guarantee the future 
of the university but had pul- 
led out erf negotiations because 
of the high valuation placed on 
the stake by BBH. 

No figures were released, bat 
BBH is understood to have val- 
ued its bolding at AS12Qm - 
equal to its investment in the 
project EDS is understood to 
have been prepared to offer a 
i paviwmm of AgSOm, partly 
because it would have to sell 
the holding to an Australian 
company because of Austra- 
lia's foreign investment: regula- 
tions. 

etc said: “No firm offers 
woe but it became dear 
af ter preliminary discussions 
that Bond regarded the level 
we were prepared to offer as 
impudent because they want 
their full investment out. Our 
prewtirm is that if we were buy- 
ing their stake on a custodial 
haste with a view to selling it 


on we would have to take a 
view on the price we could per- 
suade a new buyer to pay." 

EXE has agreed to continue 
to hind the university until 
June 30. In the meantime, it 
hopes to persuade the Bond 
group to provide some 
short-term financing. One 
option was that tee Bond hold- 
ing could be used as collateral 
for loan tending if it could he 
quarantined from the rest of 
the group. Alternatively, the 
Bond equity could be trans- 
ferred gradually to EIE to 
reflect its provision of 
short-term finance. 

The collapse of negotiations 
comes at an awkward Bmp for 
the university, which will 
award degrees on Sunday to 
the first nine graduates of its 
one-year MBA course. A fur- 
ther 900 undergraduates will 
restart their studies week. 

The university said it was 
convinced the future of the 
institution was safe, but 
acknowledged that “a lot of 
people feel threatened" by the 
fiminriiii uncertainty. 


AMP ‘will not block 5 ANZ deal 


By Kevin Brown 

THE AMP Society, Australia's 
largest life office, yesterday 
said it would not try to block a 
proposed merger between ANZ 
Bank and National Mutual Life 
Association, its biggest compet- 
itor, by calling an extraordi- 
nary meeting of ANZ share- 
holders. 

However, Mr Ian Stan well, 
AMP managing director, 
refused to say whether AMP 
would vote for the merger if an 
extraordinary meeting were 
called by other shareholders. 

amp , Australia’s largest 
institutional investor, owns 6 
per cent of ANZ. 

Mr Stanwell said AMP bad 
no pTaww for rIokat tinlra with 
the banking sector beyond its 
50 _ per cent interest in Chase 
AMP Bank, a joint venture 
established five years ago with 
fThaoA Manhattan ifawt. 

But he said AMP would keep 
its strategy under review 


because of the rationalisation 
winch was under way in the 
Australian life insurance 
industry. 

In addition to the proposed 
ANZ merger with National' 
Mutual, MLC Life plans to 
acquire the Capita Group. 

Australian Ratings, the 
credit rating agency, yesterday 
said it was putting ANZ on 
credit watch for a possible 
downgrading from its current 
AA rating - its second highest 
- for longterm debt, because 
of the merger proposal. 

Mr 'Bill Chambers, Austra- 
lian Ratings' managing direc- 
tor, said there was no evidence 
that ANZ planned to raise 
additional equity to finance the 
AS3.4bn (US$2_57bn) costs of 
the merger. 

He Baid that there wer e posi- 
tive aspects to the proposals, 
hut the deal would have nega- 
tive Implications for ANZ’s 


credit rating if it went ahead , 

Mr Greg C anrm. ANZ’s gen- 
eral manager for investor rela- 
tions, said the ratings compa- 
ny’s move was a routine 
reaction to a major develop- 
ment. 

• Pearl Group, the UK life 
office acquired by AMP last 
year for A$2B7bn, is valued at 
A$2.21bn in the society’s 
accounts published yesterday. 

Mr lan Salmon, chief general 
manager for international busi- 
ness, said the book price had 
been determined by indepen- 
dent actuarial valuation. He 
difference of A$160m is p r etty 
small, and we expect to be able 
to do things with the Pearl 
which will raise that [valua- 
tion] p r e t t y quickly," he said. 

AMP it had no phw« for 
further overseas acquisitions 
this year. The society operates 
in Australia, New Zealand and 
the UK. 


OK Bazaars profits squeezed 


By Philip Gawtth in Johannesburg 


A COMBINATION of difficult 
retail conditions and political, 
instability httihe profits of OK 
Bazaars; one of §ou£h ^Africa's . 
three largest supermarket 
chains, in the year ended 
March 31- 

Turnover increased 133 per 
cent to R422bn ($L58bn), but 
abnormally large shrinkage 
losses and a higher interest bul 
saw operating income only L9 
per op at R6S.4m. 

Although the turnover figure 
lags behind the inflation rate. 
It is in line with those of its 
main competitors. The group 
was particularly hard hit in 
tee second half of tee year. 

The higher interest bin and 


tighter saw earnings 

attributable to shareholders 
decline 15-5 per cent, to Ra0-2m. ■ 
-Bantings per share were. down 
'to 163 Cents' from 195 cental and 
.thp final dividend wa&l&5 peri 
cent loWer at 86 cents fromT03 
rents 

The directors anticipate diffi- 
cult trading conditions in tbn 
year ahead, with consumers’ 
disposable income remaining 
miner pressure. 

But they are confident that 
improved stock turnover, 
which reached a record 6J. in 
the past year, and tighter cost 
controls, bac ke d by the intro- 
duction of a centralised ware- 
housing system in the grocery 


section, ahonM allow 
to rise. 

■■ In the yqar under reyiew- 
higher interest rates riamp ppt- d 
consumer spending and also 
saw the group’s interest bill 
Increase by 40 per cent. 

This figure was inflated by 
the inctnakm at the pur chimp 
of more advanced computer 
equipment on financial 


Mr Gordon Hood, managing 
director, said the surge in polit- 
ical unrest in months 

had led to unusually high 
squeezes in areas such as the 
Vaal Triangle, Pietermaritz- 
burg and parts of Bophntst- 
swana. 



Besides providing printed and on-Ene 
prices daily, we abo pubfah fhem h ihe Woaldy 
Eurobond Grade. 

It's packed with up-to-date infermafion 
an yiekk, amounts outstanding, ratings who 
hades foe issue; as we8 as couponv(natorify 
dates, lead managers 

So, by the end of foe week, frs been 
heavily thumbed.; By fund managers and 
onaiystsasweH as by bond dealers. 

No wonder it looks a Eflfe ragged round 


It takes a lot of beating. 


MargamtWScinKMV , 

A3D (Systems nnd I nfc xmcfion) lid. 

Seven Unotaboui; DodJand* London £14 9NQ. 
*bph 0 Mcan -538 5656. Fax:071-538 4902. 

please (end me a foe copy of fa Vfeafciy Eurobond 
Guide 

Name ; 


Company. 

Attest— 


jrsvswa 



Mlsc plans 
to raise 
M$563m In 
rights issue 

By Lira Siena Hoon 
in Kuala Lumpur 

MALAYSIAN International 

Shipping Corp (Mlsc), the 
country’s largest shipping 
line, has proposed a one-for- 
four rights issue to raise 
M$563m (US$207. 7m) for an 
enpanslan programme during 
the next two years. 

Mia* aim said foreign-held 
shares, representing a 30 per 
cent stake in the group, will be 
quoted separately from Jane 1. 

Mlsc’s charter, the articles 
of association, restricts fore 
equity shareholding in i 
group to 30 per cent; this ceil- 
ing was reached last June. 
Since then foreign investors 
have had to wait for shares 
being sold by existing foreign 
stockholders. 

Accompanying the cash call 
is a one-for-four bonus Issue. 
The two issues combined 
would lift Misc’s share capital 
by 50 per cent, tram MWWb 
to H$75 Gxtl The rights alloca- 
tion Is to be made at MH-50 a 
share, less than half the last 
traded price of MJ9.1Q. 

The group, which Just 
reported M$461m pre-tax 
profit on a turnover of 
M$i.6bn for last year, has 
more than MSI bn in term 
loans and a 10. debt-to-equity 
ratio, down from 2984*1 level 
of 22:1. 

Bfisc has been contemplating 
the replacement of some of the 
old bulkers liners in its 
42-vessel fleet. 

Misc said M$400m was 
needed to acquire new vessels, 
and another MfZOOm to 
expand its warehousing and 
container operations. It is also 
negotiating to take a stake in. 
Malaysia Shipyard Engineer- 
ing, a state-owned ship main- 
tenance and repair facility 
which is to be privatised. 


Coles Myer 
sales increase 
to A$3.4bn 

COLES MYER, Australia’s 
biggest retailer, yesterday 
unveiled a 5.4 per cent rise in 
sales to A$3.40bn (US$2J6bu) 
for the third quarter ended 
April 29, from A$3.23hn a year 
earlier, AP-DJ reports from 
Melbourne. 

Cumulative —!*• for 
mnnflw rose per cent to 
sfii iflo from AflOJt7bn. 

-M r- B rian Q nhm [ jjahm— 

and ridef executive, said the 
company’s food and liquor 
operations performed well, as 
did the disc o unt supermarket 
and department-store chains 
and New Zealand businesses. 

Mr Quinn said the overall 
sales increase for the latest 
quarter was "satisfactory 
given the high Interest-rate 
cjfanate and the prevailing eco- 
nomic co nditions. " 

He said other factors to Ut 
sales included the March 
national election campaign in 
Australia, transportation dis- 
pates and flooding in eastern 
Australia. He des c ribed retell 
sales as generally “depres se d." 


All-clear given 
BIL to take NZ 
Telecom stake 

BRlKRIJfY Investments (BIL), 
the New Zealand investment 
company, h*** gained clearance 
f rom th e Anti-Trust Co m mer ce 
Commission to buy a majority 
stake in Telecom Corporation, 
the state owned telecommuni- 
cations utility. Renter reports 
from Wellington. 

Mr Bruce Hancox,.tlie chair- 
man, said tiie company is in 
the last stages of examining 
the a c co u nt s. 

The Government is seeking 
bids for Telecom Corp as part 
of its state asset sales pro- 
gramme designed to raise 
tends to repay domestic public 
debt. 

Foreign ownership in Tele- 
com Corp will be limited to 
49J per cent and BIL Is seen 
as the only local company will- 
ing and able to pay the price 
for Telecom, which has an esti- 
mated total market value of 
NZ$3bn (DS$L7bn) to NZffon. 

Mr Hancox said BIL was 
keeping an open mind on. what 
form a hid might take. “We 
are totally flexible on that," he 
said. “We are aware of many 
interested parties and many 
ways of going about it." 

Brteriey has not said how 
muc h of T elecom it would seek 
to acquire. 


Nagasakiya posts 
advance of 5*5% 

NAGASAKIYA, the Japanese 
chain store group, yesterday 
announced a 5JS per cent rise 
in consolidated pretax profits 
for the year to February to 
Y8.41bn (S5.31bn) from 

YL97bn a year earlier, AP-DJ 
reports from Tokyo. 

Net income dropped 0.7 per 
cent to Y4J59bn or YSL49 a 
share, from. Y4.62bo or Y3L72. 
Sales came to Y4S&31bn, ris- 
ing 10.6 per cent from 
Y4l4£Sm a year earlier. 

Sales of ctotMng accounted 
for 28 per cent of total sales. 


APRIL 1990 


LAPORTE pic 

has acquired the 

ELECTROCHEMICAL^ 

DIVISION 

of 

PLASTIC SPECIALTIES & 
TECHNOLOGIES, INC. 


HILL SAMUEL INC. 

Initiated this transaction and acted 
as financial adviser to laporte pic 


GREAT 
BELT A.S. 

(ATS Storeb rinf ocb indeben) 

¥7,000,000,000 


Floating Rate Notes 
Due 1994 

Notice is hereby given dm the 
Rate of Interest for the Interest 
Period from 9tb May, 1990 
to 9tb November, 1990 is 
6.96% per annum. 
Interest tenable cm 9tb 
November, 1990 will amount to 
VI .759342 per ¥50.000,000 
p rincipa l amount of the Notes. 


Ttawlf 

The Long-Term Credit Bank 
of Japan, t inw-H 
Tokyo 


SHEARSON LEHMAN 
HUTTON HOLDINGS 
INC 

fW apo H— rf m ntlm tmmj 

US$500,000,000 
Floating rate notes 
due 1991 

For the three months 9 May. 
1990 to 9 August 1990 the 
notes mill carry an interest 
rate offPfaX per annum and 
interest payable on the 
relevant interest payment date 
9 August 1990 atH amount to 
USS22Z81 per UStlQ.000 note. 

Agent: Morgan Guaranty 
Trust Company 

•• - - Ti .• » - 

JPMergan- 


MONTREAL 
TRUSTCO INC. 

(Incorporated under the laws 
of Canada) 

¥6,000,000,000 

Floating Rate 
Debentures Due 1994 

Notice is hereby given ihat the 
Rate of Interest far the Interest 
Period from 8th May, 1990 
to 8th November, 1990 is 
735% per annum. 
Interest payable on 8th 
November, 1990 wiQ amount to 
¥3,705.205 per ¥100.000.000 
princma] amount 
Of the Notes. 


The 


Agent Bank 
tt-ren 


Long-Term C 
of iatvm Li 
Tokyo 


enn Credit Bank 

T 

okyo 


BANCO MSMNO 
AMERICANO 8A 



Capon Nq w pmv M v 1 4M0 | 


TK* dpcatay wH m ■» WMM 


■POlkabU ffHK UM l HH l 1 — 

r— POMPOM Tbooo pomp— 
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Morapo OupipiW Trust 
Compuqr Pt NiH Yofk 




ANNUAL 

GENERAL MEETING 


Shareholders in Svenska Ceilulosa Aktiebolaget 

SCA are hereby summoned to the annual general 

meeting of shareholders, to be held at the Shera- 
ton Hotel, Vasterhavet, Sodra Hamngatan 59-65, 
Gothenburg, Sweden, on Tuesday, May 29, 1990 
ar 4:30 p.m. 


AGENDA 

1. Matters to come before the meeting, as prescribed by Law 
and the articles of association, include: presentation of 
the annual report and auditors’ report /or the parent 1 
company and Group; decisions concerning the adoption 
of the parent company's and consolidated statements of 
earning* and balance sheets; disposition of profits as 
recommended in the adopted b ala nc e sheets; discharge of 
the board of directors and president from liability; and 
the election of board members and auditors. 

2. A shareholder proposal for SCA to investigate the 
possibility of commencing a large-scale afforestation 
program to counteract the greenhouse effect. 

NOTICE OF INTENTION TO ATTEND. ETC. 

Shareholders intending to participate at the meeting must be 
listed in the register of shareholders maintained by the 
Swedish Securities Register Centre (VPC) no beer than on 
Friday, May 18, 1990 and notify SCA no brer than 4 pan. 
on Friday, May ZS, 1990, either by mail to SCA at S-851 88 
Sundsvail, or by phone at +46 60 19 30 00 or 19 31 14. 

The notice should contain: 

— the name of the shareholder 

— social security 01 organization number 

— address and telephone number 

To participate at the meeting, shareholders whose stock arc 
held in trust by banks or stockbrokers must re-register the 
stock in their own names ar VPC by no later than Friday, 
May 18, 1990. Such re- registrations, which ca a be done 
temporarily, should be requested of the trustee well in 
advance of this date. 

Persons intending to act as proxies on behalf of share- 
holders will be required to produce a written and dated 
power of attorney. Any such power of attorney can be valid 
for no longer than one year from the date of issuance. 

PAYMENT OF DIVIDENDS, ETa 

The board of directors has proposed Friday, June 1, 1990 as 
the record date for determining rights to dividends. If the 
same date is approved at the meeting, VPC iscxpcct c d tp 
distribute die dividends on Monday, June 11, 1990. 

Sundsvail, May 1990 
The Board of Directors 


Svenska Cellulosa 
Aktiebolaget SCA 



BUSINESS EXPANSION 
AND FURTHER IMPROVEMENT 
IN GROUP’S PROFIT-MAKING CAPACITY 


The Board of Directors of SOCIETE 
CENTRA LE DE L 'UNION DE5 
ASSURANCES DE PARIS, which met on 
Friday 27th April 1990 under the chaimanship of 
Mr. Jean PEYRELEVADE, has examined the 
■UAP Group’s Consolidated Financial 
Statements. 

The Group’s consolidated insurance pre- 
miums amounted to FF 64.5 billion in 1989, 
against 55.6 billion in 1988, a 16% increase; the 
increase is 11.5 % on an unchanged consolida- 
tion area basis. 

International business has continued to 
grow as a proportion of the Group’s total insur- 
ance premiums, reaching 36 % in 1989 

Consolidated profit (Group share) is 
FF 3,422 million, against FF 2,852 million in 
1988, a 20% increase. This result notably takes 


1989 

PROFITS 


account of the consolidation in 1989 of the 
insurance companies SUN LIFE (United 
Kingdom) and ALLSEC U RES (Italy), of the 
SCOR Group and of the property company. • ' 

The Board, after noting the further 
expansion in the company’s business and the 
improvement in the Group’s profitability, has 
decided to propose to the Annual General 
Meeting of Societe Centrale UAP, due to meet on 
Friday, 22nd June 1990, payment of a dividend of 
FF 577.9 million, or FF 8.60 per share, to which 
should be added a tax credit of FF 4.30. Gross 
income per share thus comes out at FF 12.90, 
against FF 9.45 for the previous year, a 36.5% 
increase. This is indicative of a significant 
inflexion in the Group’s distribution policy. 

This dividend shall be paid on Monday, 
25th June, 1990. 


Consolidated data (preBminaiy) 

1988 

1989 

% change 

Consolidated turnover 

55,633 

64,482 

+ 15.9 

including NON-LIFE 

29,964 

33.990 

+ 13.4 

LIFE 

25,669 

30,492 

+ 183 

Consolidated net profit 




Groupe shore 

2,852 

3.422 


Consolidated 




technical reserves 

177.151 

211.067 

+ 19.1 

including NON-LIFE 

54,286 

63.712 

+ 17.4 

LIFEE 

122,865 

147.355 

+ 19.9 

Consolidated equity capital 
after appropriation : - 
Groupe share 

16.803 

20.510 

+ 22.0 

Assets under Management (book value) 

180.912 

220,895 

+ 23,! 

Estimate of unrealised capital gains 
(Group share, before tax) 

41.200 

53300 

+ 29.4 


(in FF million) 


Data per share (in FF/share) 

1988 

1989 

Consolidated profit (Group share) 

Equity capital (Group share) 

Dividend (including tax credit) 

42.4 

250.0 

9.45 

50.9 

3053 

12.90 
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Republic New York Corporation 

through its wholly-owned subsidiary 

The Williamsburgh Savings Bank 

ha<: completed its merger conversion with 

The Manhattan Savings Bank 


We acted as financial advisor to 
Republic New York Corporation 
in this transaction. 


Merrill Lynch Capital Markets 



AH of these securities having been sold, this announcement appears as a matter of record only: 


New Issue 



3,993,161 Shares 

Republic New York Corporation 

Common Stock 


Merrill Lynch Capital Markets 

Bear, Steams & Co. Inc. 

Salomon Brothers Inc . 

Shearson Lehman Huthmlnc. 


Dillon, Read & Co. Inc. 

Keefe, Brnyette & Woods, Inc. 
Nomura Securities International, Inc. 
Prudential-Bache Capital Funding 


Donald son, Ln fldn & Jenrette 

S mu itlci Corporation 

Lazard Frferes & Co. 


Oppenheimer & Co, Inc. 


Goldman, Sachs & Co. 
Montgomery Securities 
PalneWebber Incorporated 
M. A Schapiro & Co M Inc. 


Smith Barney Harris Upham & Co. Dean Witter Reynolds Inc. Furman SelzMager Dietz ABirney 

l acor p 0ra i e( K inoovpoz^ed 

A. G. Edwards & Sons, Inc. Ad vest, Inc. Cowen&Co. First Albany Corporation 

Grnntal&Co^ Incorporated Ladenburg, Thalmann & Co. Inc. 

CJ. Lawrence, Morgan Grenfell Inc. Neuberger & Berman 

Brean Murray Foster Securities Inc. Fa nestock & Co. Inc. 

Gabelli & Company Inc. Jesup&La' ont, Incorporated Josephthal & Co. 


‘Bicker Anthony 

Incorporated 

First Manhattan Co. 


Standard Chartered 

Standard Chartered PLC 

tAPiMM wsn MM) fcaotuy m Encana 

US$300,000,000 Undated Primary Capita] 
Floating Rate Notes (Series 2) 

In accordance with the provisions of the Notes, 
notice is hereby given that for the six months period 
(184 days) from 9th May 1990 to 9th November, 1990, 
the Notes will carry interest at the rale of 9tts per cent 
per annum. 

The interest payment date will be 9th November, 

1 990. Payment which will amount to US$469.58 per 
US$10,000 Note and US$2,347.92 per US$50,000 
Note, win be made against surrender of Coupon Na 10. 

Chartered WestLB Limited 

Agent Bank 


ALLIANCE ■■■LEICESTER 

Allian ce & Leicester Building Society 
£50,000,000 

Subordinated Floating Rate Notes due 2004 

For chc three months 8th May, 1990 to 8th August, 1990, the Notes 
will carry an interest rate of 15.730% per annum with an interest amount 
of £396. 48 per £10,000 and £3,961.82 per £100,000 Bend , payable On 
8th August, 1990. 

Listed on the Luxembourg Stock Exchange. 


H BankcrsTrust 
Company, London 


Agent Bank 


Standard & Chartered 

Standard Chartered PLC 


US$400,000,000 Undated Primary Capital 
Floating Rate Notes 

In accordance with the provisions of the Notes, notice 
is hereby given that for the Interest Determination 
period from 9th May, 1990 to 11th June, 1990, the 
Notes will carry interest at the rate of 9Vi6 per cent 
per annum. 

Interest accrued to 11th June, 1 990 and payable on 
9th Jute 1990 will amount to US$83£7 per US$10,000 
Note and US$830.73 per US$100,000 Note. 


Chartered WestLB Limited 

Agent Bank 


Chart the FX 
and Credit Markets 
FREE! 

Gal now lor a FREE tssuo of 

lAkkfer Fbendal ~ 

A 120-paciB 1<Tx 12- weekly chart 
service focusing on FX aid 

Craft MariuOs - 

Options aid Futures. 

m two secuona tor easy use. 

For your FREE Issue call 
(071)353-0631 

OthHub 


;unit0B 

3rd floor. BropaHousa 
WorUTmda Corner 

London SAM 
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PAN-HOLDING 

SOOETE ANONYMS 
— — LUXEMBOURG 


As of April 30, 1990, the 
unconsolidated net asset 
value was 

USD 317,962,158.77 Le. 
USD 517.01 per share of 
USD 100 par value. 

The consolidated net 
asset value per share 
amounted, as of April 30, 
1990 to 535.02, 


INTERNATIONAL CAPITAL MARKETS 


Medium-lot deals escape 
Tokyo’s commission cuts 


By Robert Thomson In Tokyo 

THE Tokyo Stock Exchange 
has circulated plans to cut bro- 
kerage commission rates on 
small , and large lot transac- 
tions by 7 per c«?nt, while medi- 
um-lot commissions will 

imrfmiigwl in g wimll 

victory for foreign securities 


Foreign booses, which tend 
to deal in the medium range, 
suggested to the exchange that 
a redaction would be unreason- 
able following the market 
dump this year, bat they had 
feared an average cot by as 
much as 10 per emit 

“K should be said that bro- 
kers don’t like any cuts in com- 
mission, but, under the ebetun- 
stances. the exchange has done 
a vary good job,” one foreign 
broker said. 

The exchange is expected to 
discuss the proposed changes 
at a meeting of us membership 
committee tomorrow and at a 
board meeting next Week, but 
a Japanese broker said that the 
average 7 per cent cut in oom- 
wii ari ntm is "almost certain” to 
be approved and Is likely to be 
introduced next month. 


on transactions of between 
Y50m and Y30m will faQto 0.35 
per cant from 0.40 per cent, 
with the 0.06 per cent cut con- 


tinuing down to the smallest 
trades, which aria generally 
handled by the retail outlets of 
Japanese securities houses. .. 

Commissions on trades of 
Y50m to YlOOm and- from 
YlOOxn to Y300mwfll remain at 
0.25 per cent and QJ per cent 
respectively, while those on 
transactions between 7300m 
and 7500m will fall ftom OJO to 
0.15 per cent, and between 
Y500m and Ylbn from 0J20 to 
010 per cent, the rate for lots 
above Ylbn. - 

Late last year, rumours cir- 
culated In the Tokyo market 
that the commlsahms cut could 
be as high as L5 per cent, but 
the low turnover levels and 
plunging prices this 1 year 
prompted the TSE to aim for a 
smaller redaction than the 9.8 
per cent cut made in October 
1987 and the 9 J. per cent cut in 
November 1986. 

Small Japanese securities 
houses are known to be 
annoyed that the foreign 
houses appear to have success- 
folly lobbied the TSE, while 
their requests for no reduction 
in small-lot commissions were - 
ignored. • • 

Foreign houses do not have 
the retail networks that are a 
prime source of small-lot rave- . 
m w for Japanese iwwi jam toa 


An executive at a British 
brokerage said that late last 
year Japanese securities 
houses, were openly criticised 
for earning too much, but their 
prospects have been dul- 
by the volatile market this 
year and the pressure for large 
eqn m Mon outs haw eased. 

"The Bntr fffl d of rmmiilftainna 

win be much smoother with 
the new cuts. We don’t want to 
say too openly that we have 
been well treated. The Japa- 
nese commission rates remain 
high er tfrmri ove rseas markets, 
bat you can’t make a direct 
comparison,” the executive 
said. . 

Another fa rpfg n looker said 
that a large cut in medium-lot 
commissions wmddhave made 
Hfc very difficult for some for- 
eign conm an lsB and would 
hav e be en, embarrassing for 
the TSE if the only , securities 
houses losing money were for- 
eign. . ■ 

• "Co mmissions should be 
higher in Tokyo than tn New 
York or London because the 
cost of doing business here 
is higher. It Is Tight that 
you should pay more here. It’s 
like trying to compare the cost 
of a pizza in the Ginza to a 
pizza m. Piccadilly," the broker 
said. 


Chiquita plans $130m placing 


By Vi 


Houktar 


CHIQUITA Brands Inter- 
national, the world's largest 

jHdrlhn tnr ftf hamrwg fa nwiri y 

known as United Brands, Is 
broadening its International 
shareholder base through a 
m a m placing. 

American financial Corpora- 

rtfm the HW«toiMi n te headed 
by Mr ftovl Lindner, the finan- 
cier , wffl reduce its holding In 
Chiquita from gi-S par cent to 
653 per cent, as a result of the 
sale of KISm shares by its BS 


per cent-owned subsidiary. 
Great American Communica- 
tions Company (GACC). In 
i sailing im 


About 40 per cent of the 
shares ere hong offered out- 
tide the US. 

The company estimates it 
has a 35 per cent share of the 
world's banana market, fol- 
lowed by Castle A Cook, which 
has . the Dole brand, and FoQy 
Peck International, with the 


Del Monte brand. It has expan- 
ded Its fresh fridt and vegeta- 
ble «fw w » Hww and tnn wd fur- 
ther into prepared foods. 

The company is hoping to 
develop opp ortuni ties In east- 
ern E uro pe « m d hnfid its busi- 
ness in the Middle East end 
Japan. 

The proceeds received by 
CSdouitewnibeutedtorepilen- 
ish ns corporate funds after its 
purchase of 2m of its shares 
from GACC eaxfier this year, . 
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Dutch fwid 
group sets 
up bank in 
Switzerland 


By William DuBtorce 

in Genova 

ROBECO, the Dutch group 
which o pera tes Europe’s third 
largest investment fo nd busi- 
ness with assets of about 
jgflwi, is getting up a bank in 
Switzerland as part of plans to 
broaden its ettent base Interna- 
tionally. 

By establishing Basque 
Robeco (Suisse), tile group was 
making a st ra tegic move in an 
entirely new direction, Mr WU- 
lem Engelberts, chairman of 
the *umv a nd executive direc- 
tor of Robeco, said yesterday. 

' Robeco, the on ly non- bank 
unwmg t he top 10 private fond 
groups in Europe, had tri be 
more aggres si ve in presenting 
itself to the world and needed 
to offer international Investors 
banking services as well as 
pla ce ments in its foods, he 
said. 

Banqae-Bqbeeo (Stdfise) will 
offer customers ament and 
deposit aocoants, money mar- 
ket placements and collateral 
credits. Initially, money mar- 
ket deposits on a fiduciary 
basis, which avoids Swiss 
withholding tax, are being 
offered in seven curren c ies for 
periods of up to du year. - 

The minimum deposit . Is 
tSBJMO, which h lower than 
that accep ted by many other 
Swiss banks. The bank will 
lend customers up to 70 per 
cent off their holdings in Bobe- 
co*s equity funds and up to 'SO 
per cent of their holdings- in 
the bonds and property funds. 

Kobeco’s new bank will 
allow It to market its foods 
directly in West Germany, 
from which it has been 
excluded by a law restricting 
tile operations of foreign-based 
Investment funds. 

'■ Mr Engelberts said the bank 
and distribution centre for the 
Robeco foods in Gflrieva .was 
“90 per cent aimed at Euro- 
pean ritents.” Bat, with an eye 
or Sooth Awnrira, the grofrp 
had set up representative 
Offices in . Montevideo mid 
Curacao. A ffisttfonthm centre 
had been establfsbed in Baris 
in 1988 but aB other offices 
outside the Netherlands still 

work under Geneva. 

: Currently, readily fiO per 
cent of investments in the 
Robeco group are generated in 

thy W tonwlgnile. Tnto rwatinii. 

aEty Robeco to competing fiDr a' 
lUifarwi type of investor; the 
avenge hoUing in its foods 
nlacSd through the old GriteVa 
finance company is about 10 
times' as large as the average 
Butch botdteg. ' 


Foreign banks 
Ho withdraw - 
from Australia’ 

ABOUT half the .18 foreign 
banks in Australia will quit im 
the next live years, predicted 
Mr Rob Ferguson, the manag- 
ing director of Bankers Trust 
Australia, yesterday, Reuter 
reports. 

He told a bank Industry con- 
ference that northern hemi- 
sphere banks would Increas- 
ingly question the need to be 
involved in loti return . mar- 
kets such as Australia.' 

“Foreign banks wore the 
cannon fodder of [finance 
Industry] deregulation, it was 
their rede to create competi- 
tion," 1 he api» d . 

But, like most frontline 
troops, they never really had 
a chance against the estab- 
lished big four local banks, he 
said. 

“Given the near impossibil- 
ity of them making a return in 
Australia and the mounting 
pressure on many northern 
hemisphere banks in their 
home bases from loan losses, I 
believe most northern hemi- 
sphere banks will ultimately 
withdraw from Australia,** Hr 
Ferguson said. 

He added that the rapid 
Miiid-up of foreign banks in 
Australia after deregulation In 
1985 se t a cracking pace for 
competition. 

“Under these circumstances 
banks, to their present 
regret, began allocating credit 
without due regard to 


S Korea curbs 

volatile market 

SOUTH Korea has taken step 
to curb stock-market volati. 
ity, Renter reports. 

The measures include tit 
formation of a doom affshor 
tod for foreign investors, a 
increase In the domestic stod 
market investment fond and 
reduction in the securiiie 
tra n s ac ti o n tax to OJs per cm 
from OS per cent 

Finance ministry official 
said the offshore fond, tertn 
ttvely called the Korea Asti 
Fund, would be set up fo 
Asian and Pacific investors, i 
market stabilisation font 
already set up by securitie 
companies would be double* 
to 4,0001m won. 

Plans to sell off shares fa 
state -owned or partially 
owned companies will 1 m 
delayed until the market state 
Bses. 
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tyfe are no longer oceans apart. 

Barriers in time, place and the free flow of 
information continue to come down. The 
economic integration of Europe is creating 
a wave of financial opportunities. 

Merrill Lynch, as always, is in aunique 
position to help our clients take advantage 
of these opportunities. The breadth of our 
resources and the depth of our market 
knowledge span the gulf between nations, 
providing both issuers and investors access 
to the capital markets inside and outside 
Europe, 24 hours a day 
Fbr years Merrill lynch has beenathome 
in the major capitals of the world. With 27 
offices in 16 countries throughout Europe 
and the Middle East, our commitment to 
this region for over 30 years is supported by 
our vast distribution network and integrated 


6 1990 Merrfflijndi Capital Markets „ 

.Appra/ed by Merrill lynch International Limited, member of TSA. 


technological capabilities. This allows us to 
act swiftly and efficiently on behalf of our 
clients. 

Whether it be a private banker in Switzer- 
land, an investment banker in France, or 
our trading desks in London , our dedicated 
team of professionals provides expert finan- 
cial advice and a full range of products 
and services to individuals, institutions, 
corporations and governments. 

Nowhere is this more evident than in 
the significant transactions Merrill Lynch 
Capital Markets has recently completed. 
These include the acquisition of Holiday 
Corp. by Bass, a $2.3 billion deal represent- 
ing the largest hotel M&A transaction ever, 
assistance to Rhbne-Pbulene in accessing 
the capital markets of Japan and North 
America for crucial offerings of perpetual 
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capital; and the opening up erf the U.S. 
preference share market for BET, The 
Royal Bank of Scotland, Barclays Bank, 
and Allied Irish Banks. 

Wfe are confident that whenever oppor- 
tunities arise in the decade ahead, no place 
will be too remote, no transaction too 
complex fbr Merrill Lynch. And nothing 
thatis in the best interests of our clients will 
be an ocean away. 

OffKes in Amsterdam, Athens, Beirut, Berlin, Brussels, Dubai, Dussddorf, 
Frankfurt. Geneva, Hamburg, Jersey Kuwait, London, Lugano, Luxembourg, 
Ma&id, Manama, Milan. Mbftt? Carto, Mimich, Fbris, Rome, Stungart, 
ViennaandZurich. 



Merrill Lynch 

A tradition of trust. 
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US Treasuries firm ahead 
of three-year auction 

By Jaiwt Bush in New York and Deborah Hargreaves in London 


YIELDS on US Treasury bonds 
slipped yesterday morning 
a he ad of the sale of $lo.5bn of 
three-year notes as the market 
bathed in the optimistic after* 
math of last Friday’s weaker 
than expected April employ- 
ment statistics. 

GOVERNMENT 

BONDS 


At midsessiou, the 8.375 per 
cent issue due to mature in 
1993 was quoted A point higher 
to yield 6.74 per cent while the 
Treasury's benchmark long 
bond stood % point higher to 
yield &81 per cent 

The mood going into the 
three-year sale was optimistic. 
S ubstantial riwmanH is expec- 
ted for these short-dated matu- 
rities because, although yields 
are not as attractive as the 
9 per cent plus levels seen- 
before Friday's rally, they have 
risen significantly so far this 
year. 

Maria Ramirez Capital Con- 
sultants, the fixed income ana- 
lyst, said the three-year looked 
relatively cheap to Fed hinds 
because short rates had risen 
quite a bit in the last two 
months, pricing In several Fed 
tightenings which have not 

iwaterialiapH. 

Non-competitive bids from 
individual investors are gener- 
ally expected to exceed the 
$iJ 2 bn received at the last 
three-year auction at the Feb- 
ruary refunding. The talk on 
Wall Street yesterday was that 
Japanese investors were likely 
to take between 25 per cent 
and 30 per cent of the auction. 


Due to the attractive yields 
on short-term bonds, the 
results of the three-year auc- 
tion may not prove too signifi- 
cant a signpost to potential 
demand at today's SlObn 10- 
year note sale and tomorrow's 
SlObn auction of 30-year 
bonds. 

B THE UK Government bond 
market experienced profit-tak- 
ing after Friday’s surge in 
prices. At the end of the day, 
gilts were virtually unchanged 
from a slightly lower opening. 

The benchmark 11% per cent 
2003/07 Government bond 
closed V4 point lower at 97% 
after rising by 2& points on Fri- 
day when the market drew 
relief from the local election 
results. But by y e st e rd a y infla- 
tion concerns bad started to 
re-assert themselves. 

A £250m Eurosterling issue 
of bonds for Gefco also helped 
weaken gilts prices slightly as 


the market digested the 
increase in supply of medium- 
term paper. Gilt futures on 
USe saw a large rise in activ- 
ity to over 37,000 lots. 

■ A FIRMER tone returned to 
the German bond market yes- 
terday as a strong D-Mark and 
last week’s pay settlement by 
the IG MetaJQ union buoyed 
investor confidence in bunds. 
The 7% per cent 10-year bund 
was fixed almost 40 pfennigs 
higher at 95JO with a yield cf 
8.46 per cent after a level cf 
9438 yielding 832 per cent an 


The market was fairly vola- 
tile as activity in the futures 
contract soared passed 60,000 
lots. The March rise in new 
orders for manufacturing 
industry wss released yester- 
day Indicating a year-on-year 
increase of 3.5 per centThis 
introduced a note of caution 
into the market. 


BENCHMARK GOVERNMENT BONDS 
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Credit Agricole links with US company 

By David Lascelles, Banking Editor 


CREDIT Agricole, France’s 
largest bank, is teaming up 
with Alliance Capital Manage- 
ment, one of the leading US 
fond management companies, 
to tackle the European market 

The two companies, who 
between them control nearly 
SlOObu worth of investment 
funds, are forming a joint ven- 
ture company which will sell 
investment services to an insti- 
tutional clientele. 

Mr David Williams, Alli- 


ance’s chairman, said yester- 
day that his company had been 
keen to enlarge its non-US 
business, and it had found in 
Crfjdit Agricole a bank which 
was compatible and shared 
atmllnr objectives. 

Ms Monique Bourven, dep- 
uty general manager of Crfidit 
Agricole and director of its 
investment inpnau Minwri 1 arm» 
said the bank was seeking new 
markets for its i nv e stmen t ser- 
vices beyond the retail market 


where it was strong. She said 
the bank had chosen a US 
rather titan a European part- 
ner because this would give it 
a stronger competitive edge. 

The new venture, which will 
be based in London, win have 
two chief executives, one repre- 
senting each partner. Its name 
has not yet been chosen. 

The two partners said they 
hoped it would become the 
basis for wider co-operation. 


Chase lifts 
custody 
accounts 
to $100bn 

By Andrew Freeman 

CHASE Manhattan, ftw US 
commercial frank, announced 
two ri gnWwmt gloh«| 

appointments in the UK mar- 
ket, making it the first bank to 
have assets under custody of 
more than fLOObn. 

The new business consists of 
global custody accounts for 
the ovoseas assets of the Stan- 
dard Life and Sun Alliance 
insurance groups. 

The bank now has some 
91I2bn under custody in its 

S obal securities services 
vision — custodians frwwriie 
trade settlement, reporting 
and portfolio administration 
for clients in return for a 
fee. 

Chase is taking charge of 
the custody of around £&25bn 
of Standard Life’s £20bn of 
assets, representing its over- 
seas Investments la the US, 
Far East and Europe. 

A Standard Life official said 
that the portfolios consisted 
almost entirely of equities, 
some directly invested and 
others invested via unit trusts 
servicing the company’s unit- 
linked policies. 

He said the appointment fal- 
lowed a regular review of 
Standard life's i n ve st ment 
adminis tration. 

Chase replaces Bank of Mon- 
treal AS imirfmllaH 

Sun Alliance said Its 
appointment was made after a 
seven-month review to ration- 
alise a custody operation 
which had more thaw ten 
banks l ooking after overseas 
Investments. 

The assets, which will be 
tr ansfe rred in June, will be in 
two portfolios, a flJSbn US 
portfolio and a £400m non-US 
global account 
Sun Alliance’s UK as sets are 

wImIii MpwS fn Jiwmn 

The appointments suggest 
tfu>* US hanks are still paWng 
strong progress in the UK 
custody market, in spite of the 
efforts of domestic hank* to 
market more efficient 
services. 

Chase Is also understood to 
be negotiating to become the 
trustee to Sta nda rd life’s CShn 
of writ trusts, a more which 
would be a natural 
extension to the custody busi- 
ness. 


Liffe plans Lire-based contracts 


By Haig Slmonlan In Milan 

THE London International 
Financial Futures Exchange 
(Liffe) is planning contracts 
on a three-month Euro- 
lire deposit and a notional Ital- 
ian government bond. 

The ttmtng of their Introduc- 
tion, has yet to be settled, pend- 
ing fiscal and regulatory 
changes in Italy. However, the 
first lire contract may start 
trading well before the end of 
the year. 

“We are examining lire prod- 
ucts and have discussed this 
with a number of members. 
But we are not yet at a paint 
where we are ready to make a 
statement," said Mr Mi chael 


Jenkins, line’s chief e xe c u t i ve. 


Sp ecifi cations for the three- 
mouth Eurolire, 1 which is cash- 
settled and has no delivery 
probtaus, m ready, following 
some months of discussions 
between partiripartts 
Considerable work Is still' 
requited an the bond future , 
which is iflcdy to foce the sort 
of problems which emerged 
when liffe initially drew up its 
popular German government 
bond contract. Trading in bund 
futures and options amounted 
to some 800,000 contracts last 
month, one third of Lise’s total 
'volume.' 


p Hii im s in Mfl*" view the/ 
three-month Eurolire deposit ] 
as the 1 more important of the] 
two projects, despite the size of 
the I tnl 111 ? gov e rnment bond 
market, on e of the biggest in 
Europe. ■ ■ ! 

However, a successful Italian, 
go v ernment bond future still.- 


lying long-term bond. At pres- 
ent, the longest maftnfty for 
fixed rate government paper is 
four years, with only floating- 
rate instruments stretching to 
the requisite 10 -year Hfespan. 

There are also sticking 
points to the introduction of 
the Ettroilra deposit, tire most 


important being the abolition 
of withholding tax .on inter- 
bank deposits. 

However, many bankers are 
confident, that the tax wHl 
shortly be abolished as part of 
^supplementary budget which 
may be introduced as early as. 
next month. 

A number of other ftaUaa 
banks are also behaved to have" 
supported the contracts, not* 


di Torirw-The Bankcfltaly i» 
also thought to have responded 


t jffa wffl have its own first 
direct contact with Rome eady 
next immih. • 


Active day sees issues in nine currencies 


By Andrew Freeman 

A BUSY day for new issues ou 
the Eurobond market saw 
fleafa in nine currency sectors. 
However, trading conditions 
were aptly described by one 
synd icate manager as 
“whippy," with volatile govern- 

INTERNATIONAL 

RONDS 

wAnt hrmif nmrirofett wnfllrfag ■fha 

underwriting of Eurobonds 
mare usually risky. 

Barclays de Zoete Wedd and 
S.G. Warburg were the joint 
lead managers of a £250an 12- 
year issue for Guaranteed 
Export Finance Corpo rat ion 
(Gefco) which had a strong 
reception as UK institutions 
snapped up bonds at the 
launch spread of 40 basis 
points over the equivalent gilt. 

The paper traded at a pre- 
mium of Vi point to the 99.406 
issue price, before settling 
lower in line with the gilts 
market and doting at 9914 bid 
for a spread of 38 basis paints. 
Lloyds Bank provided a swap 
into floating-rate storting. 

Rival syndicate managers 
said the timing of the deal was 
impeccable. The proceeds met 
the b orrower’s present funding 
requirements and Gefco’s next 
issue is expected to be at a 

■iin^rv^nr mammy. 

In West Germany, a five-year 
DMSOOm floating-rate note waB 
issued by Commerzbank for 

KHigriimi «f Ttolghrm paying % 

point below six-month London . 
interbank offered rate. The 
notes had a reasonable recep- 
tion amid mainly foreign retail 


demand, and' were quoted by 
tire lead manager at ljOO bfaL a 
discount to full fees. 

There was some comment 
that the pricing was tight, but 
Commerzbank said the short 
maturity justified the terms. 

Ford Motor Credit Canada 
surprised the market with a 
CflOOm unswapped five-year 
deal launched late in the day 
via Wood Gundy. The bonds 
were priced at 101.70 with, a 
13% per cent coupon to yitid 95 
basis points over the equiva- 
lent Canadian Treasury. 

The issue came on the back 
of tiie strong recent rattles In 

tiw flanaiWan hand matter miH 

met a mixed reception from 
syndicate officials. Some said 
the pricing was tight against 
the recent successful IBM deal 


brought by Credit Suisse First 
Boston which was trading at a 
spread of around 75 basis 
paints. Others compared the 
bonds favourably with out- 
standing Ford and GMAC 
paper, but said it left little on 
the table for underwriters. 
Towards the dose, the price 
slipped outside foes at teas L95 
bid. in line with the govern- 
ment mar| pri-- - - 
A Laoobn five-year fesue'for 
the European Coal and Steel 
Generality was launc h ed by 
Banco di Roma and Carlplo to 
a steady, but quiet reception. 


The bonds carried a 12V 
cent coupon and were quoted 
on fees at less 1% bkL 
hi Switzerland, the SFri50m 
7% per cent General Electric 
Capital Corporation Issue 


launched on Monday by Union 
Bank was trading steadily 
inside foes at less 1% bid. The 
bonds were considered aggres- 
sively priced; but retail hives- 
tors welcomed the chance to 
buy non-bank paper. 

1 A debut SFrlSSnr 10-year 
issue for Socidtd Quebecoise 
d’Assajnissomegt dee Eaux. 
the water purification oon£ 
pany, vat brought by Wirt- 
schafts-und P rivathan k wfih a 
7% per cent coupon.' The deal 
met a steady reception and was 
quoted inside; co-managers' 
foes at less 2% bid. 

BZW announced a finable 
Assam issue for fix AastraHan 
finance subsldiaiy^ The paper, 
lnm n » jmrf at S «H«ifi nwt .fa> thn 
existing A$75m bonds, Was 
quoted on foes at less 1 % hid. 
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Inflation rale 10% 


UptoSyrs. 

OwSyrs, 

UptoSyrs. 

0*er5yo.. 


(Mb A 


Spar*.., 
15 yon... 
25 years.. 


Tue 

T 


12.04 

1138 

11.22 

13.07 

1L93 

11.44 

13.17 

12.24 

1L75 

1132 


4.45 

4.10 

3.47 

3.93 


16.02 

0.89 

066 


12.59 


Fri 

May 

4 


12.11 

1139 

1X27 

13.18 

1X92 

11.43 

029 

12.23 

11.70 

1131 


438 

4.10 

3.60 

3.93 


14.86 

0.90 

089 


1237 


Year 

(approx.) 


9.61 

9.21 

9.04 

10.65 

9.64 

9.20 

10.76 

9.85 

939 

9.03 


3.51 

3.57 

2.60 

3.41 


12.10 

11.50 

11.06 


10-18 


♦Opening Into 21733; 9 am 2182 6; 10 am 218X2; 11 am 2164.0; Noon 21923; 1 pm 21893] 2 pm 2188.8] 3 pm 2184.9; 4 pm 21 
pm2l836;U.t 1200am lb) 8.30am r Flat yield H igbs and lows record, base dates, nines and constituent draws are published In 
Issues. A list of OTSWnenfe is available horn (be Publishers, The Financial Times, Number Oat Soutlmarfc Bridge, London SE19HL, Pri 
post 35b. 


2183.7; 4.10 
: Hi Saturday 
9HL, price lSp/ty 


RISES AND FALLS YESTERDAY 


Brit)* Funds. 
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TRADITIONAL OPTIONS 


• First Dealing a May 8 

• Last Dealings May 18 

• Laid Declarations Aug. 2 

• For settlement Aug. 13 

for rate indications see and of 
London Sham Service 


Colls In Adontle Rm* ColorolL 
Tusfrsr Res-, Central Seeurittos, 
hnrala West, Kelt Energy and 
Palmer Group. Put In T. Cowrie. 
Put and call In T, Cowrie. 
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traded options -mariewt, and 
accounted lor nomrty mm thirds of 
all business. In equity futures,' 
dealing was also active as an 
early rafly was later capped by 
eelllng related to FT-SE options. 

Total options dealing stood at 
38,184 contract s , compared with 
3W25 in the previous session. 
Yesterday's turnover wss divided 
between 24,078 calls and 13£08 
puts. 

FT-SE Index options predomi- 
nated, with 29.053 having 
changed hands, and the May 
2^00 cans the most active, as 
5.41* traded. Yesterday's total 
was divided between 18*91 calls 
and 8*82 puts. 
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Sheppards were also busy, and 
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June 2£00 calls, whHe sTo. War- 
burg wss reported to have been 
an active seller of May 2,200 
calls. 
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options rippled through Into the 
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ing premium of Zr points over (ha 
Cash Index. 

Earlier In .the day, the futures 
market had led the cash market 
higher. When a S3 point premium 
was established. 

The equity options were quiet 
and provided little direction to the 
underlying stocks. British Aero- 
space traded a total of 027 con- 
tracts, divided between 490 puts 
and 437 calls. 
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place, with 734 having traded. 
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American Re’s products and services 
are only available at the above location. 



■ S ' 



Today you need a reinsurer with financial stability, 
innovative products and services, and 
a strong international presence in order to respond 
to your clients' global needs. American Re 
has been in business for over 70 years, and we have 
offices in 23 locations worldwide staffed 
by local experts. We have the capability to create 
customized programs that keep you 
current in a changing world. Update your 
global strategy. Talk to American Re. 
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FINANCIAL TIMES WEDNESD AY MAY 9 1990 


®SGS Soctete G6n6raJe de SurveSance HoJcSng &A. 

Offer for the Exchange of Boris de Jouissance category A for Bearer Shares 

The BoardcT Directors of SocWWMw* de SunraiUncalloMngft* ties reeohrad to pro- 
pose to the Annual General Meeting of Shareholders on June 27, 1990.thatttie share capital be rri- 

aed R. 14 SCXI (X» to a maxlrnum of Ft 44 084 600 by. Waral^ the Isw of a iwKlmum of 

56 169 new Bearer Shares of fit 500 parvaiue without subscription rights for existing aharehomefs 


quent exchange off et 

Subjectto thededston taken by the Annual Genoa! Meeting, the Bond of Directors siaxnftsan^fer 
to hofdeis of Boris deJoutssanoe category Athat wll carter upon them Ihe right to exchange tnefr 
Bona da Jouissance category A for Bearer Shares of ft- 500 par value during the period from 

May 14 to June 8, 1990, noon 

at any of the Swiss branch offices of the fallowing banks: 

Union Bank of Switzerland 
Pictet A Oe Bank JuOusBirACo. Ltd 

Border A Chi Bank Sanaln &Co. 

„ . Bank J. Vontobol ACo.SALtd 

on the knowing terms: 

1. Usfto the appHcsrtkxi form for exchange, one bearer share of Ft 500.- par vafte, with coupon 

Na 1 and subsequent coupons attached, entitled to dMdend for the 1990 business yeai; can 
be exchanged for 6 Bonsde Jouissance category A, without parvaiue. wBh coupon Nol 10 and 
subsequent coupons attached. 

If the Bons de Jouissance category Aare already deposited wBi a bank, ftls simply necessary 
to hand over to the bank the Application for Exchange duly completed and signed. 

Any purchase or sale of a fraction ofl to 5 Bonsde Jouissance category A has to be made 
threw the stock exchanges. 

2. The dividend for tfw 1989 business yearwlf be paid toholdats of Bonsde Jouissance category 
A against Coupon No. 10. 


the dMdend at the owners' disposal as of July 2. 1990 (ex date), or fffBed Boos de Jouissance 
category A are sold before this date, the dhndend will be forwarded to the buyer. 

The Federal Stamp Tto of 03% that becomes due on the new Bearer Shares as we8 as the 
Swiss withhokSng tax of 35%wiB be borne by the Compeny. 

The Bearer Shares resulting from thefree exchange of Bonsde Jouissance category A should 
be declared dreetty as income on Swiss federal tax returns. As the Company wS assume the 
entire withholding taxburden,lnccme should be calcutetedasfoBowsforfederN tax purposes: 

R. 500x100 m Ft 769.25 per new Bearer Share or 

65 Ft 12620 per okf Bon deJoutssanoe category A 

Recoverable withholding tax Is computed as foflowa: 

35% Of R. 769.25 


Fr. 269-25 per Bearer Share or 

Ft 44.85 per old Bon de Jouissance category A 


7. 


& 


Any Swiss cantonal income tax Dabffity Is governed by the stipulations In the indMduai cantons 
for the taxation of bonus shares. In the cantons of Bflle-Campagne. Geneva. Lucerne, GbwakL 
St Gal.Thurgovle. Url and Zurich, the parvaiue of bonus shares is not subjeetto taxes; theonfy 
amount which IssubfectfoincometaxinthesecanfonsIsthegTDSsedHvwBhholdfog tax cf Ft 
269.25 per Bearer Share borne by the Company. The other cantons fbfiow the principle appl- 
cable for Swiss federal tax. 

Holders of Bonsde Jouissance resident abroad shoufdreferto the tax legislation In frerespec- 
five country of domicile, and ft particular to any existing double taxation a gre emen t with 
Switzerland for possible recovery of Swiss withholding tax. 

The exchange and the delivery of the new Bearer Shares to the hoktersof Bonsde Jouissance 
category A wBl be free of charge: 

Until June 29. 1990, the Bonsde Jouissance category Awtil be traded on ihe stock exchanges 
in Zurich and Geneva on two tines: 

Lftel: Bona deJou t ssanoe category A not filed for exchange 
Line 2: Bons de Jouissance category A fled tor exchange 

The new Bearer Shares w« be traded on the stock exchanges of Zbrich and Geneva as from 
July 2. 1990 (pre-bourse). AppfcaBon wfl bemadefcrthecffictal Istingaf the Bearer Shareson 
the Zurich and Geneva stock exchanges to be effective as soon as the new Bearer Shares are 
delivered. 

The defivety of the new Bearer Shares wB take place as soon as possible after the Annual 
General Meeting held on June 27. 1990k 

9. This offer Is made on the condaion that the Annual General Meeting of Shareholders on Jwe 
27,1990.appioves the creation of the Beareraiarg a n e cessa ry feri ne e x change: Iftfrispropo- 
sal Is rejected or withdrawn, the BonsdeJoulssanoec ate goryAgedfor exc han ge wfl again be 
placed at the disposal of their owners free of charge: 

10. The new Bearer Shares have not been registered under the United States Securities Act of 
1933 and may therefore not be offered or wid.efflwrcllrectiy or ndkectly. In the United Stales of 
America and its territories, nor may these shares be olferedor add. either cfirectiy cr indbectly, 
to persons (Inducing companies) who (or which) are citizens of or domtefied in the United 
States and Bs territories. 

Appfl ca tion forma tar Exchange can be obtained at the above mentioned banta. 

Geneva. May 9, 1990 

SocUt* (Mnrirato de SunreBance HokBng SLA. 

On behalf of the Board 

The Chairman: £ Satina Amorini 


Security Numbers: 

Bonsde Jouissance category A (not Wed for exchange) 249733 
Bonsde Jouissance category A (tiled for exchange) 249736 
Bearer Shares 249 737 


UK COMPANY NEWS 


Large rise in capital expenditure cuts tax charge and helps earnings 

Parkland Textile falls to £2.04m 


By Alice RawsBiom . 

PARKLAND TEXTILE, the 
Bradford-based wool textile 
group, yesterday became the 
latest casualty of the slump in 
tiie textile industry by announ- 
cing a fall in pre-tax profits 
from £2JJ7m to fiLMm on turn- 
over which rose from £54.47tn 
to S55k8m in the year to March 
2 . 

Mr Paul Hanson, assistant 
managing director. the 
group had emerged from a very 
tough year when its weaving 
division had s ug ared from the 
downturn In the UK clothing 
industry. He trading con- 
ditions were stffl very difficult, 
but Parkland was benefiting 
from its diversification and 


from a recent Improvement in 
orders. 

Parkland Issued a profits 
warning in late March. Bb ardl- 
nary shares were static at 205p 

On t h B annn nnfwm wnt yestSBV 

day and the A shares rose 8p to 

lisp. - 

In spite of the decline in 
p rof i t s , the group managed to 
mitigate the Impact on earn* 
ings per share, which fafi- from 
24-2p to 23-9p, because of- a 
sharp reduction in Its tax 
charge. It paid just £264/100 to 
taxation, compared with 
£791/100 to the previous year, 
because of a hefty increase to 
capital expenditure. 

The board proposed to raise 


tile flnaL dMdend to 4£p (43p) 
making a total of 6.7p(&3p> for 
the fun year. 

■ Mr Hanson said the weaving 
dMatan, which is Parkland’s 
traditionalarea of activity, was 
affected' by a sharp toll to 
orders towards the end of last 
year. Its customers in the 
. clothing industry were forced 
to postpone orders because at 
poor retail sales. 

The clothing - market was 
also affected by the collapse 
of se veral large manufact- 
urers. 

Parkland’s weaving compa- 
nies went on to short-time 
working at the beginning of 
J990 l The companies 


returned to normal production 
-«nri Mr Hanson said orders 
were now considerably higher 
than '.at the same time last 
year. 

The group is contSnuingits 
policy of reducing its Teliahce 
on its traditional customers in 
the UK ctothrng industry, tt is 
increasing exports, chiefly to 
toe Far East and Europe,and 
is also expanding into new 
products. 

ParMamTa joint venture in 
autom o tiv e fabrics with Guil- 
ford Bans of the U5, is now 
coming on stream. It should 
start to contribute to sales to 
the second half of this 
year. 


AJRCC acquisition lifts 
Morgan Crucible’s 
standing in the US 


By Vanessa Houldar 

MORGAN CRUCIBLE, the 
industrial materials «nd elec- 
tronics company, has become 
tiie largest US manufacturer of 
crucibles through acquisi- 
tion of American Refractories 
and Crucible Corporation. 
ARCC, based to Connecticut, 

lw| galas of 67.6m (£4J5m) to 

1989 and shared toe £2Sm US 
crucible market with two pin* 


cdpal competitors. Before the 
acquisition, Morgan Crucible 
had a 10 per cent share of the 
US market 

Dr Bruce Farmer, gro up 
managing director, said that 
this tiafl l Tttflrio Mfirgm f!miri. 
hie the largest crucible manu- 
facturer to toe world. “IT there 
was any doubt before, this win 
dispel it," he said. 


Norman Hay issues 
warning on current year 


NORMAN HAY, the metals 
and processing group, 
reported pre-tax profits up 
from fri JChn to £1.97m to the 
year to December SI from a 
turnover £l.07m ahead at 
£i7A7xn. 

A final dividend of l.Sp 
makes a 2.26p (2.16p) total. 
Earnings per lOp share 
emerged at £.05p (7.77p.). 

Mr Anthony Hay, chair- 
man, said that, the current 
trading riiwate r emaine d dif- 
ficult and a considerable 


amount of work would be 
required to implement the 
decisions which had been 
taken to respect of the redi- 
rection of the surface tech- 
nology aide of the business. 

He added that there would 
be a reduction in the’ com- 
pany’s profits but the com- 
pany was sufficiently confi- 
dent of toe future to be able 
to recommend the same final 
dividend as last year making 
an overall increase for the 
year as a whole. 


Young Gp 
chairman 
cleared of 
corruption 
charges 

By Vanessa Houfder 


SHARES in Young Group, 
the USH-quoted coal mining 
group, yesterday advanced 
7p to 158p, after Mr Robert 
Young, its chairman and 
chief executive, was found 
not guilty of charges under 
toe Prevention of Corruption 
Act 1989. 

At Teesstde Crown Court 
yesterday, a Judge directed 
the jury to find Hr Young, 
Mr Terry Hodgson and Mr 
Anthony GoUghtly not 
guilty, before defence law- 
yers began to present their 
evidence. 

The charges -concerned 
gifts worth £4,676, which Hr 
Young was alleged to have 
g i v en to Mr Gonghtiy, who 
was ehief executive of 
CheSter-le-Street District 
Council. 

Young Group blamed the 
charges, which have hung 
over Hr Young for 18 
months, to a fall to its share 
price of over 40 per cent The 
eompany said it was 
delighted, but not surprised 
by the decision that had been 
reached. 

The company operates pri- 
vate coal mines in the 
north-east and the midlands. 


WORLD HEALTHCARE 


The Financial Times proposes to publish a 
Survey on the above on 

29TH MAY 1990 

For a full editorial synopsis and 
advertisement details, please contact: 

DENIS CODY 

on 071-873 3301 

or write to him atr 


Number One, Southwark Bridge 
London SE1 9HL. 




FINANCIAL TIMES 

lutoll luVMltt m «WMn« 


MOTOR CAR ADVERTISING 
appears every Saturday in the 
WEEKEND FT. 

REACH THE RIGHT READERS 
by advertising now 

Telephone James Barton 071-873 3218 
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The Badgerline Group 

has acquired 

Eastern National Limited 


Acquisition 

finance 
was provided 
by Hill Samuel 
Development 
Capita! 



TohdpyoatakcofL 


HILL SAMUEL DEVELOPMENT CAPITAL 

aiiiiiMiiiiiMiiiiiiisiuiiiiifiaiiiiiiaiiiiiiiMiiiNMHi 

FINANCE FOR AMBITION 

Flor Information telephone Richard Ramsey at Hill Samuel otB 071-628 8011. 

HiB Samuel Dcvriopmcnl Capful is ■ dhrbkn of HU Smmd Bmk Limited 
which ne Member oTTIki Securities Awodulae. 
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GLOBAL GOVERNMENT PLUS FUND LIMITED 

INTERNATIONAL DEPOSITARY RECEIPTS 
ISSUED BY 

MORGAN GUARANTY TRUST COMPANY OF 
NEW YORK 
BRUSSELS OFFICE 

AND REPRESENTING 100 COMMON SHARES 

Tbo Band of Director* of Global G overnm ent Pirn Food Limited has 
anthorianrt an offer to purchase op to 25% of the Co m pany*! jawed md 
onWi rating oo m moo ahares (the ■‘offer'*). The offer baa been made by 
the Company to all registered holders of iia common shares in 
accordance with the terms of the Company’s by laws. Under the toms 
ead cocdirioos of the offlx, a shareholder wishing to accept the offer 
■haU be re quir e d to tender all of his shores. The purchase price payable 
for each co mmo n share tendered and a ccepted by the Company for 
payment win be the net asset value of the Co m pa n y on Jane 19th. 1990 
divided by the total number of i s su e d and outstanding common shares. 

The oSfar will be made conditional npon. among other things the 
Company's ability to liquidate its portfolio s ecurit ie s in an orderly 
manner and consistent with the Cotnpady’i investment policies and 
o bj ect i v e in order to finance the purchase of the shares. If more than 
25% of the issued and outstanding ahares are validly tendered under the 
offer; the Company will purchase only 25% of the abates on a pro na 
basis ( di sreg ar d in g fractions) in a c c o rdanc e with the number of ahares 
twiwa d by wrii shareholder. 

IDR-hokkn who wish to idl their shares under this offer mot : 

I) defiver the EDRs with c ou pon number 23 attached, to Morgan 
Guaranty Trust Company of New York at the address frmh-tws 
below, by May 22nd, 1990 and 

3) send the following to the same address by May 22nd, 1990 

2.1 g certification in the farm imposed by the Company and 
available at the address indicated below, completed and 
signed by the beneficial owner of the IDRs, declaring the 
owner Is tendering aO his ahares and not less than aQ for 
purchase? 

2 J 2 an ins truct ion containing all of the following Items: 

22.1 mo indication of the identity of the b eneficial owner; 

2.2^. payment instructions for the US S proceeds of the 
purchase, 

2JL3jegistntion and delivery instructions for shares net 
purchased by the Company if the Company only 
purchases shares os a pro rata basis as described above: 

Although ZDS coupon o&zsber 22 criO only be payable on Juoc 5th. 
1990, IDR-holdere accepting the offer win be entitled to this dividend. If 
the shares are accepted for purchase, a service charge of US S 25 due to 
tim Company, an IDR cancellation fee of US S 10 par 1DR and the 
expena as incurred by Morgan, Brussels, will be de dn ete d from the 
proceeds. 

MORGAN GUARANTY TRUST COMPANY OF NEW YORK 
35 avenue dea Arts, 1040 Brussels 


HERTFORDSHIRE 

The Financial Times proposes to publish this survey on: 

16th November 1990 

For a fall editorial synopsis and advertisement details, please contact either 

Ore Booth 
oa 071 8734152 

or Amanda Frauds 

on 071 873 3553 

or write to: 

Number One . 

Southwark Bridge 
London 
SE19HL 
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This advertisement Is issued In compli an ce with the Council ofTTra Stock Dtchanqeanddoca not con st it u te 
an offer or ftvftation tor any person to subscrfte for or purchase securities. 

Application Is being made to the CouncS of The Stock Exchange for the grant of permission to dealln foe 
Ordinary Shares of Malaya Greiq» Pic In the Unlsted Securities Market It to e m ph a sised that no appBcaBon 
wfl be made tor these shares to be acfenltied to the official 1st it is expected that dmfing* in the Onflnary 
Shares wfl c o mme n ce an 14th May, 1990. 

Malaya Group Pic 

(Registered in England - Ntsnber 1 753134) 

Introduction 

by 

Keith, Bayley, Rogers & Co. 


Authorised 

£750,000 

£350,000 


SHARE CAPITAL 

In orcHnary shares of lOp each (restricted voting) 
in 3J5% convertible preference shares of lOp each 


Issued and 
fully paid 
£506,250 
£350,000 


Malaya Group Pic b a wefl established retafl motor business based In Sussex, holding franchises from 
Mercedes-Benz, Porsche, and Alfa Romeo. 

Particulars of the Company are avafiable In the Extel Statistical Services and copies may be obtained during 
Sgnr^ftess hours on any weekday (Saturdays and pub8c holidays excepted) up to and Including 23rd 

Keith, Bayley. Rogers A Co, Ebbaric House, 93-95 Borough High Street, London SE1 1NL 

and during normal business hours on 9th and 10th May, 1990 (for collection only) from the Conroany 
Announcements Office, The Stock Exchange, 46-50 Finsbury Square, London EC2A 1DD. 

9th May 1990 


March 1990 


BIDERMANN Industries Corp. 

(Groupe BIDERMANN) 

has acquired 
the garment divisions of 

CLUETT PEABODY 

(WEST POINT PEPERELL Group) 


BANEXI 

arranged and managed 
the capital increase for 

BIDERMANN INDUSTRIES USA, Inc. 


BNP 


GROUP 
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UK COMPANY NEWS 


Limited invest3nent in property sector planned 

Nu-Swift rises 3% to £31.83] 


By John Thornhill 

NU-SWIFT, the fire 
extinguisher and office ser- 
vices group, which is cur- 
rently awash with cash fol- 
lowing the sale of Sicli, its 
French fire equipment sub- 
sidiary, reported a 3 per cent 
rise in- pre-tax profits to 
£31. 83m in 1989, compared 
with £30.76m. 

■ However before amortisa- 
tion of goodwill of £2.39m 
(£500,000) pre-tax profits 
advanced by 10 per cent to 
£34.22 m. Sales rose from 
£183. 7m to £444^6 m. 

Before its sale in February 
for £184m, Sicli contributed 
to the year’s set of figures 
adding FFr2 57m (£27.7m> to 


pre-tax profits and FFrl26bn 
to turnover. 

Nu-Swift’a results also 
included a full year’s contri- 
bution from National 
Cleaning Group, its US sub- 
sidiary, which chipped in 
£8£m to pre-tax profits and 
£304m to turnover. 

During the year, NCG 
expanded further its cleaning 
services . businesses on the 
west coast through the 
acquisition of Universal 
Building Maintenance for 
$L5m. 

Nu-Swift’s UK companies, 
which are Involved in selling 
and maintaining portable fire 
extinguishers, reported a 


slight improvement in tax- 
able profits to £7.3m ( £7.im ) 
on sales of £20.8m (£19.4m). 
The Dutch-based subsidiary 
recorded particularly strong 
growth with profit almost 
doubled. 

Mr Jacques Murray, chair- 
man, said it was intended to 
expand office cleaning and 
ancillary service businesses 
in the US, where the National 
Cleaning name was already 
well established. 

In the UK, Nu-Swift would 
continue to benefit from the 
stable recurring revenues 
generated by its fire 
protection businesses, he 
said. 


The money raised from the 
Sicli disposal would enable 
Nu-Swift "to take advantage 
of any acquisition opportuni- 
ties which demonstrate the 
profile or stable recurring 
revenues generated from the 
provision of reliable quality 
products and services," Mr 
Murray said. 

The company is, however, 
considering investing a lim- 
ited amount of its funds in 
the property sector. 

A further dividend of 8p 
has been declared which will 
leave the total distribution 
unchanged at I5p. Earnings 
per share came to 36.85p 
(3&3lp> after amortisation. 


Euro Leisure steps up Midsummer pressure 


By John Thornhill 

EUROPEAN LEISURE, the 
night club and theme bars 
group, escalated its criticism of 
Midsummer Leisure yesterday 
in an attempt to win over the 
company’s shareholders before 
the final close of its takeover 
offer on Friday. 

At the firet dose, EL had 
received 34R3 per cent accep- 
tances for its 138p per share 
offer. 

But ye s t e rday, Mr Michael 


Ward, EL’s chairman, hit out 

at manag w|i'y»nt Miri wiTumgr , 

which runs, pubs, discos and 
snooker clubs. 

"What level of credibility 
and confidence can be attached 
to a company tha t to 
answer central questions about 
Its Independent future in the 
course of & takeover hid?" he 
said. 

“The lack of trading and 
profit information is matched 


by Midsummer Leisure’s 
of a con vincing strategy,” 
he added. 

Midsummer Leisure, 
responded vehemently to these 
comments. 

Mr Paul Reece, Midsummer’s 
deputy chairman, said: "The 
board is outraged at the infer- 
ences that Michael Ward has 
drawn about the viability of 
Midsummer Leisure and the 
competence of its managpmnnt 


"The European offer values 
Midsummer at &8 times his- 
toric earning* which Is for tOO 
low and the value of their 
shares is uncertain." 

EL’s offer was amicably 
accepted by Midsummer when 
it was launched last month bid 
the board later withdrew its 
recommendation as EL’s 
shares fell in the depressed lei- 
sure sector reducing the value 
of its all-share bid 


Farther board 
changes at 
CountryGlen 

Mr Jens Madsen has been 
appointed manag in g director of 
CountryGlen, a Dublin-based 
property and investment com- 
pany formerly known as Glen 
Abbey which has seen a num- 
ber of boardroom changes 
recently. 

He is being joined on the 
board by Mr Gerald Kean, a 
solicitor, Mr Peter Gilman 
is resigning as a director. Mr 
Madsen, who formerly worked 
for Monntleigh, the property 
group, and then Ml Property 
Company, has declared a 1&3 
per cent stake while Mr Kean 
represents holders of another 
7.87 per cent 

A statement said there had 
been talks between MI and 
CountryGlen. However, “due to 
Stock Exchange restrictions, it 
proved impnwmhfa to complete 
a sensible deal.” 


Telecomputing 
patches up 
differences 

By John Thornhill 

Mr Tony Evans, chairman of 
Telecomputing, yesterday told 
shareholders in the 
USM-quoted co m p u t e r services 
company that the board had 
patched ap its disagreements 
with Mr Bernard Panton, its 
Conner chairman. 

“T am hnnny to renozt fba* 
following a meeting between 
the board and Mr Pan ton last 
week all ou tstanding or threat- 
ened legal acthms between the 
company nod Mr Panton have 
been discontinued. Further, 
Mr Pfentonhas agreed to assist 
the board in certain areas.” Mr 
Evans said at Telecomputing's 
extraordinary general meet- 
ing. 

The EGM unanimously 
approved the company’s open 
offer to raise £500,000. 


Era announces office 
closures to reduce costs 


By Nikki Tatt 

NEW management installed at 
Era Group, the specialist 
retailer which faced vociferous 
protests over the wale of its 
Lexterten subsidiary to man , 
agement earlier this year, has 
gflfrf that it Is einring its Lon- 
don office and its Guildford 

tipaHqnwrtoin 

Both closures are cited as 
part of a plan to reduce central 
costs. According to the com- 
pany’s new chairman, Mr 
Anthony Fay, the property 
investments of its subsidiary. 
Combined Estates Securities, 
are “not relevant to the ftiture 
of Era*, and the disposal of 
these interests is also under- 
way. 

Mr Fay said that “Trading so 
for in I960 has been at satisfac- 
tory levels" with the three 
remaining businesses perform- 


ing in line with targets. He 
added, however, that "con- 
straints affecting the group 
earlier this year will Impact on 
first half results." 

He also reconfirmed that the 
company is looking at “options 
for improving the capital of the 
group”. The possibility of some 
form Of capital rwwwtrnftlnn 
i-m na to li ght in ^ course of 
the recent furore over Lexter- 
ten, although Mr Fay stressed 
that bank feed ties were ade- 
quate for the group’s current 
needs. 

Ur Fay’s statement in the 
company's report and accounts 
is being posted to shareholders 
today and contains no audi- 
tors’ qualification. The com- 
pany confirmed yesterday that 
it has appointed new stockbro- 
kers, Smith New Court. 



This announcement appears as a matter of record only: 




January; 1990 


Management Buy-In 
of 

DAVID BROWN Corporation Ltd 



£46,000,000 

Total Financing 


Bankers Trust Company 

Bankers Trust Company 
UMH Finance B. V. 
Osterreichische Lfinderbank 


Senior Debt Underwritten by 

(^madian Imperial Bank of Commerce 

Senior Debt Provided by 

Canadian Imperial Bank of Commerce 
Banque Framjaise du Commerce Extferieur 

Midland Bank Flc 


Mezzanine Debt Provided by 

First Britannia Mezzanine Capital B.V. 

Equity Provided by 

Bankets Trust Internati o nal limited 


Charterhouse Development Capital 

Li mi ted - 


Morgan Grenfell Development Capital 


Hie undersigned acted as sponsor of the transaction, adviser to 
management and arranger of ail financial tecilitiBS. 


BankersTkist Company 


R&H Hall 
spurns new 
I£44m offer 
from IAWS 

By David Owen 

IAWS, the Irish agribusiness 
concern, is to make a l£44.lm 
<£42.7m) hostile cosh and 
paper offer for R&H Hall little 
more than a week after take- 
over talks with the Cork-based 
grain and fuel merchant were 
terminated. 

The new bid represents a 
slight sweetening of the terms 
which were proposed last 
mouth and rejected by Hall as 
inadequate. IAWS said that it 
was committed to building a 
major Irish based food and 
agribusiness group. 

In spurning the new offer. 
Hall said that it was "gravely 
concerned at the monopoly 
implications for Hall's custom- 
ers and the Industry as a 
whole." 

"Hall already has approxi- 
mately 50 per cent of the mar- 
ket for imparted feed Ingredi- 
ents in the Republic of Ireland 
and that IAWS has claimed a 
substantial proportion of the 
same market" 

The company also expressed 
the belief that the terms did 
not fully reflect the group’s 
value and advised sharehold- 
ers to take no action. Further 
comment was promised "when 
information is available on the 
results of IAWS for the half- 
year to 31 March 1990 and on 
Its prospects for the current 
year." 

Under the terms of the 
transaction, to be made by 
Citicorp Investment Bank, 
Dublin-based IAWS is to offer 
ten new ordinary shares, 500p 
in cash and 700p nominal of 
convertible unsecured loan 
notes for every ten Hall ordi- 
nary shares. 

This Is equivalent to about 
200p a share - or 12p more 
than the previously rejected 
proposals. “We feel that it is 
much more attractive", said 
Mr David Martin, IAWS group 
finanrfai director. Hall shares 
climbed just lOp to 183p. 

IAWS has secured an irrevo- 
cable undertaking to accept 
the offer from W&R Barnett, a 
Belfast-based feed business 
and the largest Hall share- 
holder with 244) per cent. Cou- 
pled with the 2.8 per cent 
already in its own hands, this 
means that IAWS effectively 
controls 27.7 per cent of Hafi. 

The principal activities of 
IAWS include flour milling, 
fertiliser blending and agri- 
products. In the year to mid- 
September 1989 it made pre- 
tax profits of l£5.65m on turn- 
over of I£242m. 

In addition to its grain and 
fuel merc hant! ng activities, 
Mall has a substantial seed 
business and owns a tyre-re- 
treading operation. 

In 1989, pre-tax profits slid 
to I£2.5m from I£3.lm. Mr 
George Macilwraith, formerly 
chairman and chief executive, 
died some sir months ago. 


Pearson to pay 
£2.3m for seven 
newspapers 

Pearson, the publishing, 
banking and industrial group 
which owns the Financial 
Times, announced yesterday 
that it Is to buy a mid-Somer- 
set series of weekly newspa- 
pers for £2J3m from Seig News- 
papers. The purchase Is being 
made through Westminster 
Press, Pearson’s regional 
newspaper subsidiary. 

The series takes in four 
paid-for weekly papers and 
three “free” papers. The com- 
bined distribution tops 200400 
copies per week. Approval for 


the transaction has been 
applied for from the Depart- 
ment of Trade and Industry. 


Albert Fisher 

Corporate Partners LP, the 
investment affiliate of 
Lazard Freres, has bought 
2.85m shares in Albert 
Fisher, bringing Its total 
holding to 32JBm (5.57 per 
cent). 



NATIONAL 


£200,000,000 

Floating Rate Notes 
Due 1990 

Interest Rates 

. 15.25% per annum 


Interest Period: 

8 May, 1990 to 
8 August, 1990 

♦ 

Interest Amount per 
£5,000 Note due 
0846.90: £19249 

.♦ 

Interest Amount per 
£50,000 Note due 
08X18.90: £1,921.92 


Agent Bank 
Banns Bretbyt* & Co, Limited 


Panel criticises Henry Cooke 
for Automagic share purchases 


By John Thornhill 

THE TAKEOVER Panel has 
criticised Henry Cooke Lums- 
den's corporate finance depart- 
ment for broaches of the sub- 
stantial acquisition rules, with 
which, the Panel claims, Henry 
Cooke should have been thor- 
oughly familiar. 

It has also required the Man- 
chester stockbrokers’ client to 
sell down part of a share stake 
as a result of the transgres- 
sions. 

These SAR rules, which 
relate to the limits and disclo- 
sure of share purchases, are 
included as an appendix to the 
Takeover Code. They have two 
purposes: 

First, they are intended to 
enable the small shareholder to 
benefit from any premium in 
the share price that might 
arise from a shareholder budd- 
ing a stake in a company. 

Second, they are designed to 
give the company's manage- 
ment time to consider its posi- 
tion when a shareholder builds 
a stake and to take any appro- 
priate action. 

The criticism concerned a 


Panfida 
selling US 
offshoot 

PANFIDA GROUP, the 
Australian-controlled retail 
and property company, is plan- 
ning to sell its Florida conve- 
nience store subsidiary to Star 
Enterprise, a partnership 
between Texaco Refining and 
Marketing (East) and Saudi 
Refining. 

The safe is part of the pro- 
nosed dfannmi of all Panfida ’s 
US operations. It said that dis- 
cussions a n well advanced 
concerning the sale of the 
other remaining operations of 
TOC Retail. Panflda's US con- 
venience store subsidiary. 

TOC had assets of $14L9m 
(£9L6m) on June 30 1989. In 
addition to Its 128 stores in Flo- 
rida, it also operates 213 stores 
in Louisiana, Tennessee, North 
Carolina, South fowHM Ken- 
tucky. Mississippi, Alabama. 
Virginia, West Virginia and 
Georgia. 

The sate proceeds will be used 
to reduce TOCs borrowings. 

Invergordon 

aHo&itigHB,.. 

Applications, for shares in 

Inverg<n L dcn /pistiHej‘3. the 

Scotch Company . were 

received for a total of 32.32m 
shares against the 30.68m 
available. 

Applications were received for 
a total of 32.32m shares, 
against the 30.53m available. 
Allocations have therefore 
been scaled down as follows;* 
Applications for up to and 
including 250,000 shares will be 
met in full; 

• For up to between 260,000 
and 490,000 shares (inclusive) 
will met as to 92X5 per cent; 

• For between 500,000 and lm 
shares (inclusive) will be met 
as to 90 per cent; 

• For more than lm shares 
wUl be met as to 87X5 per cent. 
The total number of applicants 
was more than 6,100. Dealings 
in the shares are expected to 
start next Friday. 

Casket runs up 
£1.88m deficit 

Casket, an fmnorter and dis- 
tributor Of clnMilng , cloth »pid 


senes of share purchases in 
Automagic Holdings, the 
USM-quoted shoe repairer and 
key cutter, made by Henry 
Cooke’s corporate finance 
department during March and 
April 

Henry Cooke had been asked 
to acquire shares, up to the 
29.9 per cent limit, by Timpson, 
an unquoted Manchester-based 
shoe repair business. 

After buying an 11.5 per cent 
stake on Timpson's behalf, 
Henry Cooke bought a further 
133 per cent from a unit trust 
on April ll taking it above the 
15 per cent disclosure limit. 

Henry Cooke was only enti- 
tled to make this purchase if it 
was from a single shareholder, 
but the stake was, in fact, held 
by two unit trusts within the 
group. Otherwise Henry Cooke 
could only have bought less 
than 10 per cent on that date. 

The Panel also found that 
Henry Cooke was at fault in 
disclosing the beneficial owner 
of the 24X5 per cent stake five 
days late. 

Mr David Anderson, a direc- 
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household textiles, ran up a 
loss of £1.88m pre-tax for the 
six months to end-Deccmber 
from a turnover of £51.S3m. 
The interim dividend is being 
omitted, against L2p. 

The loss included si gnifican t 
exceptional provisions largely 
relating to the reduction of 
excessive stock levels in a 
number of areas. 

The company is changing its 
year end and the figures com- 
pare with a profit of £1.7m and 
a turnover of E57i5lm for the 
last six months of 1968. 

To help reduce gearing and 
to enable strategic acquisitions 
to be made. Casket is raising 
£5.3m net via a one-for-one 
rights Issue at I5p per share. 

Forward tumbles 
£0.69m into loss 

Relocation costs and provisions 
for bad debts arising in its 
Technograph Microcircuits 
subsidiary fed to a pre-tax loss 
of £690j000 at Forward Group 
for the year to January 31. 

The group, which trades on 
the DSM, supplies specialist 
services to the electronics 
industry. Its principal activity 
is the maoo&ctnre of printed 
circuit boards. Last time it 
reported taxable profits of 
£L44m. 

Mr RK Chamberlain, the 
chairman, said that all 
operations were being reorgan- 
ised. The group was currently 
trading to budget and had 
returned to profit for the first 
quarter of the year. 

Turnover was slightly ahead 


tor of Henry Cooke Corporate 
Finance, said yesterday: “I 
think the statements made (by 
the Panel) were perfectly fair. 
In the circumstances we were 
open to criticism." He a d d e d: “I 
think that everyone within the 
corporate finance department 
is now 110 per cent aware of 
the SAR rules." 

The Panel has now 
instructed Timpson to sell a 3.3 
per cent stake in Automagic 
tthe excess to the permitted 10 
per cent level) before June l. 

Because on previous occa- 
sions companies have rebought 
shares almost immediately 
after being forced to sell them, 
the Panel has told Timpson 
that it must either sell the 
shares in the market through 
an independent stockbroker or 
place the shares with Indepen- 
dent parties. Either way, the 
disposal must be cleared by the 
Panel's executive. 

The Panel has also stipu- 
lated that Timpson must not 
buy any more Automagic 
shares within seven days of 
disposing of this stake. 


to £8.46m (£8-36m), but operat- 
ing profits fell to £369,000 
(£1.57m). Interest payments 
rose from £134.000 to £347.000. 

Losses per share amounted 
to 6.66p <13-66p earnings) and 
in light of the loss the directors 
are not recommending a final 
dividend (2.lp last time). 

EBC in line 
with forecasts 

Shareholders gathered at the 
annual meeting of the EBC 
Group were told that trading 
results for the first three 
months of 1990 were substan- 
tially in line with directors’ 
forecasts. 

Orders for building works 
were hnidHny up well bat house 
sales were flat and the direc- 
tors expected no significant 
improvement for some time. 
They said the property devel- 
opment market was showing 
dear signs of reacting to the 
general climate of economic 
retrenchment 

BMSS advances 
16% to £1.73m 

BMSS, timber and building 
materials merchant, saw tax- 
able profits for the year to the 
end of Janaary 1990 rise 16 per 
cent from £L49m to £L73m. 

Tnrnover for this 
USM-quoted company 
advanced 9 per cent to £13Jra 
(£12. 02m). Earning s per share 
were 16-2p (16p) and a recom- 
mended 2.5p final dividend 
makes 4J175p (4p) for the year. 


DIVIDENDS ANNOUNCED 




Current 

payment 

Dale of 
payment 

Carres - 
ponding 
dividend 

Total 

for 

year 

Total 

last 

year 

Ambrose Invest _ 

— Rn 

10.08 

- 

8.73 

15.36 

13.41 

Assoc Piper ........ 

-Jnt 

2.75 

July 2 

2.75 

- 

6.75 

Cronin 

— irrt 

1.5 

July 1 

1.5 

- 

4 

B Oro Wiring 

fin 

12 

- 

10 

12 

10 

Exploration Co ...— fin 

6 

- 

5 

6 

5 

Hay (Norman) — fin 

1.5 

- 

1.5 

2.26 

2.16 

Jackson Group fin 

2JZ 

July 2 

2* 

3.2 

2.65" 

Jervis .... 

—fin 

1.05 

- 

1.5 

1.875* 

2.25 

MMT Computing S —Jnt 

1 

July 9 

OR 

- 

2.45 

Nu-Swtlt 

—fin 

8 

July 2 

9 

15 

15 

Partdand Textile 

—fin 

4J5 

July 12 

4.3 

6.7 

6.3 

Westerly 

—flu 

2 

- 

2 

2.5 

2.5 

lsf„. sj. |^ tl a 

worm mww > ■ 

—fin 

0.271 

- 

0.3 

0.27 

0.4 

Xfrovtshx)* 

—fin 

0£8t4> 

- 

- 

0.88 

- 


Dividends shown pence per share net except where otherwise stated. 
"Equivalent alter allowing tor scrip Issue. tOn capital increased by 
rights and/or acquisition issues. SUSM stock. SSUnquoted stock. OThird 
market XFor nine months. fFor seven months, and Includes special 
0.15p. 44rish currency throughout 


This advertisement is issued in accordance with the regulations of the Council of The Stock 
Exchange. It does not constitute an invitation to any person to subscribe for or purchase shares. 
Application has been made to the Council ofTbe Stock Exchange for all of the Company’s issued 
share capital currently dealt in in the Unlisted Securities Market to be admitted to the Off icia l Lin. 
Tti»e-gpa<-»i*H that admissi on to the Official List will be c om e effective and that dealings on The Slock 
V.xrhnn^. win commence on 14th May, 1990. 



CARLISLE GROUP Pic 

(Incorporated in England and Wales under the Compa n ies Act 1948 No. 511804} 
INTRODUCTION TO THE OFFICIAL LIST 

arranged by 

Henry Ansbacher & Go. Limited 


SHARE CAPITAL 


Authorised 

£6,500,000 Ordinary Shares of 25p each 

£3,000,000 . 4.38% Redeemable Convertible Preference Shares 1998 of £1 each 


Issued and 
Jtdfypaid 
or credited 


£5,729,048 

£2,691,890 


The Carlisle Group specialises in providing property and financial services. The businesses of the 
Group indude Pepper Angliss & Yarwood Limited and Hirshfielda Limited, which provide 
commercial and industrial property services, and UTC Securities PLC, a stockbroking firm. 

The Listing Particulars relating to the Company have been approval as required by the listing rules 
made under Section 142 of the Financial Services Act 1986 and are available in the statistical service 
iwaintaiT^ by E«*»t Financial limited on any weekday. Copies of the Listing Particulars may be 
obtained during normal business hours up to and induding 11th May, 1990 from the Company 
Announcements Office, The Stock Exchange, 46-50 Finsbury Square, London EC2A 1DD, for 
collection only, and up to and inducting 23rd May, 1990 from: 

Smith New Court Henry Anshacher & Co. Limited 


Carlisle Group Pic 
5 Carlos Place 
London W1Y5AE 

9th May, 1990 


Chetwynd House 
24 St, Swi thin's Lane 
London EC4N 8AE 


One Mitre Square 
London EC3A SAN 
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For further information about relocation 
opportunities in Central Manchester, 
please fill in the coupon and return it to: 

Ms Pamela Bishop, 

Marketing Manager, 

Central Manchester Development Corporation, 
Church gate House, 

56 Oxford Street, 

Manchester Ml 6EU 
Tel: 061-2361166 


Name 
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Company Nome 
Address 


Postcode 


Tel. No. 
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UK COMPANY NEWS 


UK Land falls to £1.71 m 
in difficult market 


By Paul CfweMriflfit, Properly Correspondent 

FEE-TAX profits at UK Land, 
the property company, dipped 
ie half wa 


sharply at the half way stage, 
but the company, facing a 
slower market, has been 
reducing its indebtedness. 

At the end of March the 
company's net asset value 
was 750p per share, compared 
With 724p at the end of Sep- 
tember 1989. 

During the six months to 
last March, pre-tax profits 
were £l.7lm compared with 
£4. 42m at the end of the 
1988-89 first half. 

Earnings per share were 27p 
against 63p. As usual there 
is no Interim dividend pay- 


ment 

Over the last six months, 
UK Land has reduced the 
amount falling due to credi- 
tors within the next year from 
£73m to £48m and moved 
level of its current ass 
from £7mto £24m. 

Interest payments in. the 
first half were £L23m against 
£2.6lm in the comparable 
period of the last financial 
year. 

Like other property compa- 
nies UK Land has been seek- 
ing to reduce Its exposure to 
high interest rates and a 
declining market. 

It Is seeking to build up 


cash to make corporate acqui- 
sitions. , 

It has property sales worm 
£lo.lm under contract bat not 
yet completed, £4L3m of prop- 
erty mylar offer and a further- 
£4m of property on the mar- 
ket- 

Mr Colin Tett, chairman, 
said UK Land was concentrat- 
ing its development pro- 
gramme on the the Northamp- 
ton Business Park, the first 
phase of which had been let to 
Barclays Bank, and its invest- 
ment activity on the Elephant 
and Castle shopping r wrtmfa 
south London, where roots 
remained relatively low. 


Rock hits out at dissidents 


By Nigel Clark 

THE PROBLEMS and 
disruption at Rock, the compo- 
nent distribution group, cost 
almost £500,000 in 1989. 

In HddftlQ" Mr Simon Ray- 
naud, who took over as chair- 
man in December, though* that 
the dispute with dissident 
shareholders contributed to a 
trading loss in the year of 
£35,000, compared with profits 
of £109,000. 

However, he felt that the 
new management had been 
able to clean up the company 
and expected tt to be trading 
profitably in the pres en t year. 
Tt has taken a lot of effort and 
Z hope that our problems are 

hoMnri US." 


MMT 
Computing 
tops £lm 

MMT COMPUTING, the 
USM-quoted computer 
systems consultancy, lifted 
half year pre-tax profits from 
£922,000 to El.Olm on turn- 
over ahead from £3.46m to 
£3.74m. 

Earnings for the six 
months, to February 28 1990, 
worked through at 5.7p (5J>p) 
aad the Interim dividend is lp 

(0£p). 

Mr Mike Tilbrook, chair- 
man, said the new joint 
venture MMT Computing 
(AS) showed a loss at the end 
of the period, hut week by 
week trading was now profit- 
able. 

The other new joint ven- 
ture, MMT Computing (Train- 
ing), had Initially incurred 
substantial costs, all taken In 
the figures; initial bookings 
were slower than hoped but 
an excellent order from Brit- 
ish Telecom “perhaps signals 
a breakthrough”. 

The established joint ven- 
tures with MMT Computing 
(Reading) and MMT Comput- 
ing (South. East) performed 
well, aad the mainstream 
of the company, together 
with RTL Software Services, 
made a satisfactory contribu- 
tion. 

However, he pointed out 
that the market place was dif- 
ficult at present and group 
utilisation of fee-earning staff 
was around 95 per cent, as 
opposed to almost 100 per cent 
In earlier years. 


Jackson Group up 
29% to £3.75m 

Jackson Group, the construc- 
tion. property and engineer- 
ing combine, produced record 
figures for 1989, with turnover 
and pre-tax profits up 86 per 
cent and 29 per cent respec- 
tively. 

Prospects for the currant 
year were described as 
encouraging. Good order 
books and continuing high 
levels of inquiry held “a clear 
prospect” of further growth. 

Turnover in 1989 came to 
£G0.6m <£44.78m) and profit to 
£3.75m {£2 .9m). From earnings 
up to ll~2p (8.6p) the dividend 
is raised to 3J2p (2.65p) with a 

final of JL2p. 


On turnover of £8.9lm 
(£4. 92m) there was a pre-tax 
profit of £402,000 (£109.000) 
resulting from an exceptional 
profit of £687,000 on the sale of 
a property teas £250,000 of com-' 
pensatkm paid to Mr Oswald 
Dockery, who resigned as 
chairman in November. 

Further costs relating to 
1989*3 problems were taken as 
extraordinary items, being dm 
£117,000 c ost of holdin g the 
extraordinary general meeting 
in October, at which there was 
an attempt to change tire hoard 
and £116,000 related to aft 
acquisition which was aborted 
because of disruption. 

Mr Raynaud said that the 
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Jarvis tarns in £2m 
for nine months 

Jarvis, tire construction and' 
property group, returned pre- 
tax profits of tim for the nine 
months to December 81 1989, 
from turnover of £55 .34m. 

They compared with £2J39m 
and £47.38m for the previous 
full year. That profit Included 
exceptional gains of 
£719,000. 

Directors stressed that the 
group had no in volvement tar 
speculative property develop- 
ment, housebuilding or off- 
balance sheet financing, and 
at the end of the year had net 
borrowings of just 11 per cent 
of shareholders funds. 

Jarvis was soundly based 
well placed to take advan- 
tage of the increased flow of 
opportunities .that “the mar- 
ket shake out was generating” 
they said. . 

Earnings came to 7.4p (12.7p 
for year) and the final divi- 
dend is L05p for a total of 
L875p (&25p). 


Atlantic Res 
extends deadline 

Atlantic Resources, the 
USM-quoted oil and gas 
explorer, has decided to 
extend the expiry date of 
15.9m outstanding warrants 
in order to finance production 
from an oil discovery. 

It proposes extending the 
expiry date of the warrants, 
which are convertible at 15p 
per share, from June 1 to 
October 3. 

It said that the warrants 
could represent a method for 
raising finauca for the com- 
pany at minimal cost 

Atlantic Is now in discus- 
sions with a number of Inter- 
ested parties with a vtew to 
forming a consortium to start 
production on a suspended oil 
discovery. 

Cronite hit by loss 
of major customer 

A problem in a major profit 
earning part of the business 
and higher borrowing costa 
hit Cronite Group in the 
half year to March 31 1990, 
when turnover fell 22 per 
cent and pre-tax profit 28 per 
cent. 

Mr Jim Butler, chairman, 
explained that Cronite Alloys, 
the metal processing subsid- 
iary, suffered by the with- 
drawal from the market of its 
largest customer, and It was 


BCSJDBVI 

are pleased to announce that from next 
Monday, 14th May 
they will be in new offices at: 

24 Queen Anne’s Gate, 
London SW1H 9AA 
Teh 071 222 9033 
Fax; 071 222 8.838 

International Leaders in 
Executive Search 

Amsterdam' Atlanta -Auckland -Bad Hambin^-Frankfurt- 
Bangkok- Bogota -Bombay -Brusseb-Chicago- Copenhagen- 
Dallas 'Geneva -Helsinki -Hong Kong- Houston- 
Johannesburg- Kuala Lumpur -Lisbon- London- 
Los Angeles* Madrid 'Melbourne- Menlo Park' 

Mexico City- Milan- Minncapolis-St Paul - Morristown - 
New York -Oslo- Paris -Pittsburgh ■ Borne *San Francisco* 

Sao Paulo -Seoul -Si n^pore -Stanford- Stockholm- 
Sydney ■ Taipei 'Tokyo* Toronto' Valencia • Vienna 


had also taken up a 
amount of mana g a n iein t 
fhnfl effort. - 

He added that as a sign of 
the board’s confidence In the 
future tt was recommending a 
final dividend of 0.7Sp, the first 
store 1960. 

Earnings per share were 
3JSp (lp). 

A provision of £89,000 
against the n w ids wH^ pai f H. 
oration on the sate of a subsid- 
iary was also taken as an 
extr aordinary. 

The total was effect by the 
profit on the disposal of the 
propert y , leaving an extraordi- 
nary charge of £44,000 
(£645400). 


not possible to make up that 
contribution from other activ- 
ities hi spite of their generally 
excellent results. 

Turnover fell to £2lm 
(£27 .2m), trading profit to 
£L23m (a.47m) and the pre- 
tax balance to £781,000 
(flMai). 

Manufacturing units per- 
formed well with Cronite 
Castings and Afkinsons both 
ahead substantially; the 
stockholding business also 
showed Improvement. 

TirnnuHnto prospects 

still favourable, Mr I 
stated, with 
at Granite Alloys; the 
held the Interim dividend at 
LSp, payable from earnings of 
aip (sip) per share. 


Butler 


Magnet 
attempts 
to force 
leaseback 
settlements 

By RUttBteUny 

MAGNET, the kitchen and 
bathroom ftamttara retailer, 
is suing Mountiay, a private- 
lyomiBd-pspsrty group. In 
an attempt to foroe the com- 
pletion of three sale-and-lea*- 
efmek deals worth a total of 
S48.Ua. 

- Magnet is demanding the 
performance ofthe contracts 
and damages to cover the 
loss of Interest caused by. 
the non-payment of the 


It was seen as an attempt 
to twist Mountjay*S arm into 
completing the contracts. 
Under the. deals Magnet 
would receive £43.1m from 
Mountjay and leaseback the 
properties wing an animal 
rest of ftin. 

Kagut was bought out by 
management tu July last 
year through a leveraged bid 
rapidly 


encountered 
trading difficulties which 
made a refinancing of Its 
hefty borrowings necessary 
within a few months. The 

r efinancing wax completed In 


In order to raise cash to 

reduce borrowings taken on 

for the buy-out. Magnet 
arranged a series of sale- 
and-leaseback deals ' on 
shops, factories and other 
proper tie s with a total value 
of nearly Cllffm, and total 
annual rents oftUSn. 
These were agreed between 
June and October last year, 

sine* when values of shop 

properties have come under 
pressure because of difficul- 
ties being faced by retail- 
era. 

Two of tite buyers of the 
pr op erties - Motmtjay and 
Bourne End Properties - 
delayed completion of the 
deals. Bourns End completed 
one deal, worth £16Jtm, in 
April after Magnet employed 
the nag tactic as It Is now 
using on Mountjay. 

Magnet has agreed not to 
ecmtlnae with two other con- 
tracts wife Bourne End cov- 
ering its factory and head 
office at Keighley, West 
Yorkshire. This move has 
the agreement of Mag- 
net's bankers, the group 
said. 


Rush & Tompkins 
financial details 
expected today 

By AndrawToykw,C<nTstnKJti Correspondent 


CREDITORS of Rush & 
Tompkins, the felled commer- 
cial developer and contractor, 
should have a better idea after 
today of where they stand. 

Mr Christopher Morris and 
Mr Tony Houghton, partners of 
Touche Boss accountants, who 
have been appointed adminis- 
trative receivers to Rush & 
Tompkins, are today expected 
to provide the first details of 
the financial state of affairs of 
the group, which had £600m 
wor th of developments under- 
way when tt collapsed. 

An advertisement In yester- 
day’s Financial Times from 
Touche Boss offered for sate 
the businesses and assets of 
Rush & Tompkins including 
investment properties, 250 con- 
tracts r an gin g in value from 
£50,000 to £100m. plant and 
equipment, motor vehicles, two 
leisure clubs and bu il di ng 
materials. 


Many of the group’s develop- 
ments, however, are joint ven- 
tures with the development 
properties secured against 
loans from hanks which 
include Lloyds, Standard Char* 
tered. Security Pacific, Banque 
Indosuez, First Interstate Bank 
of California, Citibank and 
British T -him Bank. 

The last named has already 
put a receiver into one Rush & 
Tompkins development. Other 
ta pirs are likely to have fol- 
lowed suit 

Lenders which take over 
unfinished developments will 
have to decide whether to com- 
plete the protects or try to sell 
the ate s as they stand. 

This could involve d e licate 
negotiations with contractors 
which may not have been paid 
by Rush & Tompkins out 
whose goodwill will be 
required if work is to be com- 
pleted. 


HERTFORDSHIRE 

The Financial Times proposes to publish this 
4 survey on: 

16th November 1990 

For a full editorial synopsis and advertisement 
details, please contact either 

Otve Booth 
on 071 873 4152 

or Amanda Francis 
on 071 873 3553 

or write to : 

Number One 
Southwark Bridge 
- London 
SE1 9HL 


FINANCIALTIMES 
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This advertisement is published on behalf of EuropeanLdsiirc PLC arid has beemipproved by 


axe members of The Securities Association, solely for the purposes of section 57 of the 
Financial Services Act 1986. 

The Directors of European Leisure PLC accept responsibility for die information contained in 
this advertisement and, to the best of their knowledge and belief (having taken all reasonable 
care to ensure that such is the case), the information contained in this advertisement is 
in accordance with the facts and does not omit anything likely to affect the import of 
such information. 

EUROPEAN LEISURE PLC 





FINAL OFFER FOR 

MIDSUMMER LEISURE PLC 


140p 


The final Offer and die Partial Cash Alternative will dose 4 * at 1.00pm on 

Friday 11th May, 1990. 

"unless the Offer is declared (or is capable of being declared) unconditional as to acceptances, 
in which case they will remain open for at least a further 14 days. 

Copies of the Forms of Acceptance may be obtained from National Westminster Bank PLC, 
New Issues Department, 2 Princes Street, London EC2. Midsummer Leisure shareholders who 
require Forms of Acceptance or are in any doubt as to how to accept the Offer validly or to fill 
in the Rums of Acceptance should telephone National Westminster Bank PLC, New Issues 
on 071-791 0011. 

Note: The value of the Ofler it based on: (a) the dosing price of a European leisure share yesterday, as adjusted for the interim 
dividend for the year ending 30th June, 1990 of (Up per share and (b) the middle market value which the new European Leisure 
converriNe preference shares would have had if liseed yesterday, as estimated by UBS Phillips Sc Di*w Securities Limited and 
NCB Stockbrokers Limited. (A copy of the letter from UBS Phillips Sc Drew Securities limited and 6om MTft r 

is available for inspection at die offices of SJBerwtn flC Go* 236 Grays Inn Road, London WCIX 8HB). 
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UK COMPANY NEWS 


Purchase will provide group with 15 ready mixed concrete plants 

Evered agrees $36.43m US buy 


By Andrew Taylor, Construction Correspondent 

EVERED, the British end US Evered shares, 
quarry products group, yes- Earlier this year it 
terday announced its second 
large acquisition in the US 
tHs year. 

The group, which a fort- 
night ago announced a 30 per 
cent increase to 239m in 1989 
pre-tax profits, has purchased 
Super Concrete Corporation 
and a number of related 
ready mix concrete and 
aggregate, businesses in Mar- 
yland and Washington DC. 

Mr Boy Kettle, Evered’s 
chief executive, said the 
group had . agreed to pay 
$3&43m (£22 -38m) to acquire 
the business. 

Of this 32238m is to be met 
by the issue of ll.lm new 
ordinary Evered shares. The 
balance will be provided by 
cash and short term loan 
notes. 

It will provide the group 
with 15 ready mixed- concrete 
plants with the capacity to 
produce lm cubic yards of 
concrete a year. 

It has also acquired an 
option to purchase Materials 
Industries quarry business per c 
for $8m by the issue of 2.99m funds. 


acquired Millville, a large 
ifnwtfifamft quarry in West Vu> 
gtola, for *46Jm- 

Mr John Ford, Evered’s 
finance director, said yester- 
day that the effect of the lat- 
est US purchase would at 
worst be neutral to earnings 
per share. 

Evered's earnings per share 
growth has been sluggish by 
comparison with the sharp 
rise in operating profits since 
1987 as the group has issued 
shares, including a £6 8m 
rights issue in. September, to 
support a string of jt 
acquisitions in the 
US. 

Mr Ford “We are not 
expecting at this stage to 
mateft any further major 
acquisitions this year. We 
have kept to our commitment 
made at the time of our 
annual results that this lat e s t 
US acquisition would not 
involve a rights issue and 
would not increase gearing 
which is currently about SO 
cent of shareholders 



Roy Settle; chief exec utiv e of E ve r ed Holdings 


Honorbilt 
buoyed by 
US buy 

HONORBILT Group, 
clothes importer traded on the 
Third Market, reported taxable 
profits of £596^)00 for the six 
months to January 31, helped 
by the incorporation of 
Tomato, its latest US pur- 
chase. 

The figure compares with 
£372,000 for the six months to 
the end of October, its previ- 
ous interim date before the 
chanty in its year «*nii Turn- 
over was £21 -27m (£10- 15m). 
Earnings per share 0.58p 

(0.6p). 

Mr Harold Tillman, chair- 
man, said the profits were 
sound despite problems follow- 
ing the flaiiim acquisition. He 
said that steps were being 
taken for redress and that 
under its new management 
Gallini was almost breaking 
even. 

Westerly profits 
reduced to £0.72m 

Westerly, the yacht builder 
and shoe maker, reported pre- 
tax profits down frbm £991.000 
to £718,000 for- the year to. 
December' 3L. Turnover was 
higher at £22.3m compared 
with £18- 63m. 

The comparisons have been 
restated, following a change in 
the company’s accounting pol- 
icy for the treatment of good- 
will. 

A breakdown in the profit 
figures shows that the marine 
leisure side Improved from 
£818,000 to £905,000 but busi- 
ness services fell from £548,000 
to £373,000. Central costs how- 
ever fell from £308,000 to 
£268,000 leaving operating 
profits marginally lower at 

y r 7, p j m (claim) 

After interest of £292,000 
(£67,000) and tax of £13,000 
(£1094)00) earnings per share 
emerged at 5p (6.3p). There 
was an extraordinary gain of 
£247,000 (£387,000 loss). The 
dividend Is maintained at 
with a recommended final of 
2p. A scrip issue of one 11 per 
cent £1 cumulative preference 
share for every 20 ordinary 
held is also recommended. 


NEWS DIGEST 


Exploration Co and 
El Oro both ahead 

The Exploration Company, 
which mainly deals In invest- 
ments and owns almost 50 per 
cent of El Oro Mining & Explo- 
ration, another investment 
dealer, in creas ed Barninw nor 
shar e from 12-28p to 17.47D in 
1988. The dividend is lifted by 
lp to6pi 

Group income rose from 
£2^8m to £3.3m and the pre- 
tax profit from £2. 19m to 
S&Mbl 

El Oro. which in turn owns 
nearly 46 per cent of Explora- 
tion, saw its earnings rise 
from 25 jB2p to 4L39p in 1989, 
and is lifting fiie dividend by 
2p to 12p. 

Group income advanced 
from £L83m to ggBSm, and the 
pre-tax profit from £L7m to 
£2.71m. 

IEP has 28.62% of 
United Scientific 

IEP Securities, the UK invest- 
ment vehicle off Sir R«n Brier- 
ley, has continued buying 
shares in United Scientific 
Holdings, taking its bedding to 
28.62 per cent. 

On Wednesday, it purchased 
a further L3Sm shares tff Hn y 
.its stake in the defence con- 
tractor from 26,2 per pent.'- li~ a 
had already added 4. per’ cent .■ 
to its holding earlier in the' 
wockb* 

USH has said that IBP, 
which first declared a holding 
in February, has indicated to 
it that it does not intend to 
mount a Md for the company. 

USH narrowly escaped being 
taken over by Meggitt, the spe- 
cialist engineering group, last 
year. 

CHI makes home 
fnrmshings disposals 

CH Industrials, the industrial 
holdings company, is sidling 
Its tWD hnrrra fur nishing sub- 
sidiaries to management for 

£1_1 m. 

K aim announced the earlier 
sale of two other subsidiaries. 
Feafcly Products and Raleigh 
Caravan Awnings, for a total 
of £530,000. 

CHI sai d the deals reflected 
a desire to concentrate on its 
core businesses in 
office furniture and 


products. It would, however, 
retain a 19 per cent stake in 
the buy-out company, set up 
by two former senior execu- 
tives of the group. The initial 
payment to CHI in case 
was £185,000, with the 
balance being paid mi deferred 
terms. 

Souza Cruz falls In 
first three months 

Souza Cruz - a subsidiary of 
BAT Industries, the UK tobac- 
co-based conglomerate and 
one of Brazil’s biggest compa- 
nies, yesterday reported a net 
profit of only 2bn crazerios in 
the first three months of 1990. 
This compares with 3^bn 
crnzerioa in file awniini* period 
a year earlier. 

The results are stated in 
inflated-correctcd terms, and 
the downturn is blamed on 
lower tobacco results coupled 
with reduced investment 
income. 

Souza Cruz said that Com- 
panhia De Cigarros made a 
gmnTi loss in the fi™* quarter 
of 71.2m cruzerios, due to 
"inflation driven cost 
increases” outstripping price 
rises awarded by the Govern- 
ment. were also hit 

by higher tax Charges and the 
cost of absorbing leaf growers’ 
financing costs. . : . .; .. . 

. Cigarette volume 
by 1.4 per cent, giving 
company a 79 (77) per cent 
market share. In Che first 
quarter last time, this busi- 
ness made a profit of UXBm 
crazerios. 

. On the pulp and paper side, 
profits increased from L18bn 
to L42bn cruzerios. with aver- 
age prices up 21 per cent. The 
fruit juice business saw an 
advance from 89.7m cruzerios 
to 497-6m cruzerios. 


Lovell places ont 
Higgs & Hill stake 

YJ Lovell, which earlier fids 
year lost a £157m bid battle for 
feUow housebuilding and con- 
struction group A pi, 

has placed out its near-20 per 
cent stake in its former tar- 
get 

According to the 
advisers, the 3.39m 
were placed widely by Klcin - 
.wort Be n s on Securities. 


UiW odwwIhanwnUi Itivd eeapgonce wHIilhe lequa w mSi tie Cannes of Um M w n a H pn el Stock 
tebange of ffie unBed Kingdom and«w BspubKc of Inland UmMcL B Com noteammute enaoarar tnvftoftoa 
to the pUbHe to tubmeObm ter or to purchan any mcuiMm. AppOcaSoa hat bin mods to fl» CauncS oflh* 
Stock Bochanga tor aftnMoii to Aw oadal 1M of Ae Ordhevy show and Warn* of *» Compcny bud 

otto now 0»»tolmi^B>««pwcto<lttKa<tooBr>8» P ^* rtyw, vyt Vfari oi tt«^«»nCTcnc»onl4to May, 1990. 

JUPITER EUROPEAN INVESTMENT TRUST PLC 

and and Ht^tff>cto'^CompanteA^f9aSaftof989Na 246487^ 

PLACING SPONSORED BY 

SMITH NEW COURT CORPORATE 
FINANCE LIMITED 


1 ,200000 Unite at 500p per Uni! (each Ur* comprising 5 Ordnay xhesus of 2Sp each aid ora 

Vtonam to autoacitoe tor oftoOrcflncgyahcroal a prtce of 1 00p) p a y able [n teflon qppacatlop. 


Authorised 
£2,500000 ■ 


SHARE CAPITAL 


kiOftfirxsy shares of25peach 


~b be Issued 
fuBypcdd 
£1500X00 


Jupiter Europecm Imwtmant Butt Pic Is a new Investment trust whom principal otgecfl** h to 
provide capital growth through tamslm*nt In Eksopean compart** 

Cople a orih e ltellngpcrttaSaistototffaigtoBmCotinpcwymcybacbtctnedd u rtno norm al bwtoem 
houn up to cud tockxflng U8i Map; 1990 torn Hie CcvnpanyAnnowicamenhOISe^lhe Stock 
Exchange. 46-90 FtotfAsy Squats London EC2 and up to and including 23rd May. 1990 ftom: 


JupBerltarbutt Martin Lbnttod. 
Knlghtortdgo House, 
IW.IWghMxMge, 

London SW7 IRS 


ftidtti New Court Coiporcde 
Finance UmHed. 

Chetwynd House, 

24, St Swiftin'* Lane, 
London EC4N8AE 


WBBansdeBroft Untied 
ABroadgato, 

London EC2M2RP 


9ttiMcMl990 


Acquisitions help 
Xtra-vxsion treble - 

Acquisitions were behind 
almost trebled pre-tax profits 
at Xtra-vision, the Dublin- 
based vitteo-eassette distributor 
in the year to January 3L 

The USM-traded company 
reported profits up from 
Z£L32tn to 2£4J3m &L39m). 

Results in the US were ahead 
of expectations and the busi- 
ness was successfully estab- 
lished in Northern Ireland, the 
company said. 

Turnover was I£17.12xn 
(I£4.66m). Earnings per share 
were 5JS8p (2.69p) and the 
directors are proposing a final 
dividend at 056p for a total of 

088p. 


Special 
facilities 
at WTA 

By llaggis lirry 


SMALL shareholders of 
Wiggins Teape Appleton, the 
pulp and paper group being 
demerged from BAT Indus- 
tries, will have a special buy- 
ing facility as well as a no- 
commission sale facility after 
the shares are listed cm June 1. 

Details of the demerger are 
due to be released tomorrow. 
Shareholders in BAT, the 
tobacco and insurance group 
which recently escaped from 
the threat of an unhanding 
takeover bid from Sir James 
Goldsmith's Hoylake, will be 
given shares In WTA 

As with Argos, those who 
receive small allocations of 
shares will be able to sell 
these parcels free of commis- 
sion. for a period after the list- 
ing. 

However. WTA Is going fur- 
ther in Instituting a buying 
facility for holders of small 
numbers of shares so that they 
can top up their hnMteg« with- 
out the costs of dealing 
through the stockmarket. 

The listing particulars are 
expected to give an indication 
*of current trading and the out- 
look for the year. Analysts 
expect the duller trading back- 
ground of the second half at 
last year to have persisted into 
the first quarter of the current 
term, when pulp prices were 
fating . 

Estimates of the group's 
likely market capitalisation 
have been coming down since 
last summer - what figures 
of up to £lJRm were put for- 
ward - because of the worsen- 
ing backg round for the Indus- 
try. 

However. WTA'a range of 
higher-value »p«Hi>ii«t 

papers is thought to give It an 
-advantage over companies 
with a heavier exposure to the 
Ugh volume/ commodity end of 
the industry. 


Rosehaugh raises £23.5m via 
sale and leaseback of HQ 


By Paul Choose right. Property Correspondent 


ROSEHAUGH, the property 
group seeking to reduce its 
indebtedness and improve 
cashflow, is receiving an injec- 
tion Of £*tsm from the sale 
■no leaseback of its own head- 
quarters in central London. 

It is «alHng the 28£00 sq ft 
nfrifg building in Marylebone 
tj.no to Pleiad Real Estate, a 
Swedish group, and resting it 
bade for 25 years at what Ple- 
iad described as “a market 
rent." 

This is Pleiad’s first property 
purchase in the UK and 
extends a long tine of Swedish 
purchases in the main finan- 
cial centres of Europe over the 
last 2% years. 

Pleiad was set up last year 

by Volvo, tiie motor manufac- 
turer, and a group of four 
Swedish insurance and pension 
funds. 

So for it spent nearly 
on properties in Copen- 
hagen, Paris and southern Ger- 
many. Its Investment pro- 


gramme throughout Europe 
provides for spending of up to 
£l.49bn in Us first five years of 
existence. 

Mr Per Mallcnder, chief exec- 
utive, yesterday held out the 
prospect of further co-opera- 
tion with Rosehaugh either 
through joint ventures on 
property development projects 
or through Pleiad purchases of 
Rosehaugh developments. 

Rosehaugh raised £125 m 
through a one-for-one rights 
issue last February and has 
since disclosed that it will 
place £4O0m of property on the 
market this year from com- 
pleted developments. 

The sales programme is 
designed to reduce indebted- 
ness. On-balance sheet borrow- 
ings rose from £262m to £462m 
between June 1989 and Janu- 
ary 1990. 

The sale of the headquarters 
programme is part of this sales 
programme. The property has 
been on the market since last 


Christmas and the original 
suiting price was £30m. 

Mr Mallender acknowledged 
that as a foreign investor Ple- 
iad could expect to pay more 
thaw a UK Investor, but he said 
the yield on that purchase was 
higher than some earlier Swed- 
ish property purchases. 

Rosehaugn’s sales pro- 
gramme takes place in a slug- 
gish market 

It includes offices in High 
Wycombe and Reigate and 
shopping centres in Barnstaple 
and Torquay, as well as devel- 
opment propects to the portfo- 
lio held by subsidiary compa- 
nies like Shearwater and 
residential land held by Pel- 
ham Homes. 

On the stock market, the 
sale of Marylebone Lane has 
been expected for some weeks 
»nd made little difference to a 
share price which sagged In a 
generally steady market to 
close up down on the day at 
214p. 


Grovewood lifts Priest Marians stake 


By Pa**! C h— — r lflhk Property Correspondent 


GROVEWOOD Securities, the 
mini-conglomerate, in one of 
a flurry of deals yesterday, 
has lifted Its ordinary share 
stake in Priest Marians Hold- 
ings, raising the possibility 
that it may be seeking to 
push its takeover talks to a 
conclusion. 

By converting £2.2m worth 
of convertible unsecured loan 
stock into ordinary shares, 
Grovewood increased its ordi- 
nary share stake to 23.4 per 
cent from 19.6 per cent 

At Priest Marians, the 
property company which 
owns the Tjmgham Estate In 
central London, the Grove- 
wood move was greeted 
cheerfully although there 


was little idea of what it 
might portend. Mr Daniel 
Auerbach, the chairman, 
noted that if Mr David Hol- 
land, the chairman of Grove- 
wood, is prepared to sacrifice 
loan stock Income for ordi- 
nary equity, then that 
showed confidence in the 
company. 

Last February Grovewood 
acquired a 13.8 per cent stake 
to Priest Marians and started 
friendly talks that could lead 
to an attempt to reverse Gro- 
vewood into Priest Marians. 
Subsequently Grovewood 
enlarged its stake. But the 
biggest shareholder in Priest 
Marians is JMB Realty of Chi- 
cago whose view of Priest 


Marians’ future has not been 
disclosed. 

JMB paid 380p for its stake. 
Grovewood paid the equiva- 
lent of 300p at its initial pur- 
chase, but the market price of 
Priest Marians yesterday was 
20lp. Grovewood also said St 
either owned or had received 
acceptances for 64 per cent of 
the ordinary equity in the 
Early’s of Witney group. Fur- 
thermore, Grovewood has 
agreed terms for the sale of 
Its Press Operations subsid- 
iary. 

•Marina Developments 
said it had bought in for can- 
cellation 650.000 shares from 
a subsidiary of Priest Mari- 
ans at 417.5p a share. 


S*%. 



As fit as a BTR 

New ideas 
New technologies 
Capital investment 
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WHY DO THE 


NatWest 


sQSseex their 


lightning reaction but typical of lasting relationships with the world's 

the way we work. top ten oil companies. 

Since 1973, when we financed If you’d like to discuss your own 
the first North Sea oil field, we’ve financial arrangements, Theo van 
pioneered some of the energy Hensbergen on 071-920 5234 will 
industry's most creative financing be happy to put you in touch with 
structures. one of our experts. 

It’s this combination of speed Whenever your business requires 
and innovation, backed by a strong experience, speed and initiative, 
balance sheet, that’s helped us build we'll be in our element. 


Our philosophy is simple - strike 
first and strike fast. 

Take, for example, the $4.15 billion 
purchase of Texaco Canada by the 
Exxon affiliate, Imperial Oil. 

When NatWest were invited to 
underwrite more than $400 million 
it took our Energy and Natural 
Resources Unit just hours to give 
Imperial Oil the go ahead - a 
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Next chief takes £45,000 
pay cut to £404,000 


By Haggle Uny 

MR DAVID JONES, chief 
executive of Next, the high 
street and home shopping 
retail group, took a pay cat 
Of about £45,000 to £404,247 
In the year to end-January 
1990. 

In the previous year Mr 
Jones had been in a band 
between £445,001 and 
£450,000. 

Directors* remuneration 
fell from £l-6m to £900,000. 
and including fees and 
pension contributions, 
their total payments 
dropped from £1.7m to 
iUm. 

Mr Jones's salary Is 
related to the group’s Perfor- 
mance- 

Next made a pre-tax 
loss of £46.7m after ex- 
ceptional debits of £73.1m 
in its last financial year. 


against a. profit of £02.3m 
after exceptional costs of 
£7 .«rn, 

In the previous year Mr 
George Davies, who was 
chairman and chief execu- 
tive until he was fired on 
December 8 1988, received 
£515,143. 

Staff costs during 1989-90 
totalled £142 ,9m (£147-3m) 
and staff numbers on 
a full-time equivalent 
basis fell from 16,812 to 
13,572. 

However, some businesses 
were sold during the year 
explaining part of the reduc- 
tion. 

. Mr Peter Lomas, finance 
director, said the cost 
of producing the annnal 
report had been reduced 
for the second year in a 
row. 



David Jones: his salary is 
performance-related. 


Sotheby’s first 
quarter sales 
income up 39% 

By Clara Pearson 

Sotheby’s Holdings, the 
international auction b o os e 
bracing itself for crucial 
Impressionist sales in New 
York this month, lifted auction 
sales by 39 per cent to $282^m 
(£169m) in the first quarter. 

Net income rose by 15 per 
cent to $5J36m C$5-l9m), or $(U0 
($0.09) per share. Revenues 
were $61.4m ($4&9mX 

Mr Michael Ainalte . chid! 
ex e c u tive officer, said the 1990 
results indicated “a strong buy- 
ing interest in virtually all cot 
lecting areas that held sales 
this quarter." 

But at s ales of Impressionist 
and Modem paintings In Lon- 
don last month, concerns were 
raised that the euphoria in the 
art market was on the wane. 
Sotheby's is now poised to 
commence its New York 
Impressionist and co n tem po- 
rary series. 

Last week the company 
announced it had formed a 
Joint venture with a New York 
gallery. Tbe joint mnt nra com- 
pany is to pay $1 42.8m to 
acquire a collection of 20th 
century paintings from the 
estate of Pierre Ma th™, son of 
Henri Matisse, the French 

painter . 


Stanley Miller in bid talks 
as loss leaves book deficit 


By David Omn 

STANLEY MTT.T.FR Holtflngs. 
the Newcastle upon Tyne- 
based building con tr act or . Is in 
d ta«Tii«rinh with a third party 
r ^p i- tTi ng a possible offer for 
the company. 

Trading in the company's 
shares was suspended at 20p 
on Friday, pending clarifica- 
tion of its fl-ramHai position. 
The company said that any 
offer "is unlikely to be pitched 
at tbe price ruling at tbe time 
of suspension.” Less than a 
year ago, on May 25 1989, the 
shares hit a high of 336p. 

The company also 
announced that unaudited 1989 
accounts indicate that it 
incurred losses of some £A5m. 

This includes losses of £2.7m 
in respect of its Scottish con- 
struction unit which was 
closed last September, and 


£800,000 far prior year losses in 
the construction division in the 
north of England. 

"The group’s capital and 
reserves as shown by the 
audited accounts at December 
31 1988 amntmte^f to £2j6m Mrw ^ 
there is therefore a serious 
deficiency based on book 
value”, tte company 
Neverth eless, Mr Harry 
Midgley, group managing 
director, was optimistic - if 
takeover discussions were suc- 
cessful — that “the outstand- 
ing liabilities of the group 
would be met in fu3L" 

In the six months ended 
Jtrne 30 1989, Miller made pre- 
tax profits of just £22JX)0 on 
^ riM wo r of £27.6m. It bad gfrw-«» 
warned t hat its 1989 results 
would fan “considerably short" 
Of the previous year's levels. 


BOARD MEETINGS 



May ia 

Jim is 
May 17 

May M 


May M 

May 22 
May 16 


No probe 
for TKM’s 
Western 
Motor bid 

By John Griffith* 


thu DEPARTMENT of Trade 
and Industry is not referring 
Torer Kemsley and Mill- 
bo urn's CLOOm bid for Western 
Motor wading * to the Monop- 
olies and Mergers Commis- 
sion, clearing the way for a 
probable completion of the 
takeover today. 

TKM, the motors group am- 
trolled by Sir Ron Brierley’s 
IEP investment vehicle, 

expects by then to have accep- 
tances in respect of more than 
the 90 per cent of Western 
needed under the terms of the 
agreed bid. 

The ewer was originally due 
to have closed on April 27. 
A cc e p t a nces at that stage were 
just short of the target, at 
8&88 per cent, and it was sub- 
sequently extended to next 

Mr Reg Heath, TKM chief 
executive, said he w» never- 
theless “delighted” at the 
response, describing it as “an 
endorsement of the strategic 
rationale of the proposed 
enlarged group”. 

The offer Is of 789p cash per 

share, with a loan note alter- 
native. 


Acquisition leaves 
Tubular in loss 

The effects of acquiring Black 
& Bdgington left Tubular 
Rdglngton with to" 1 * 1 ” losses 
of £975,000 in the six months 
to the end of January, com- 
pared with profits of £541^000. 

tiib company said that the 
purchase in Jane last year had 
emphasised the seasonal 
nature of Its activities and 
there ^ te* additional inte- 
gration costs. The 1989 figu r es 
also reflected a strong contri- 
bution from the 1988 Farnbar- 
augh Air Show. The 1990 air- 
show would be Included in the 

fjfn nii half. 

Turnover for this 
USM-qooted provider of crowd 
control barriers, ewthii and 

■»H*iiniiMMlMtfnn for sriMUflOl 

and sporting events increased 
to £3.17m (£2. 78m). A tax 
credit of £341.000 (£189.000 
charge) left after tax losses of 
£634,000 (£352,000 profits). 
The loss per share was 0J3p 
( earnings 0.77P). 


Associated Paper 
falls to £ 0 . 82 m 


„ Jacks 


on Group 


> \ 


CONSTRUCTION — PROPERTY — ENGINEERING 

ANNUAL RESULTS 


after increased costs 


ASSOCIATED PAPER, the 
paper and film converting 
group, reported reduced pre- 
tax profits of £817,000 for the 
six months to March 31 1990 
compared with £lA4m for the 
half year ended April 1 
1989. 

Mr Charles Sawhnson, chair- 
man. «riH it had been an event- 
fill half year in which, after a 
slow start, there had been an 
improving trend. The group 
had sold, or agreed to sell, 
three companies which no lon- 
ger fitted the long-term strat- 
egy. He said that the group’s 
refocusing, tnelnrffog its final 
withdrawal from paper mak- 
ing. had been substantially 
completed. That was to be 
reflected in a change of name 


to API Group. 

The result was lower than in 
the comparable period due 
mutely to increased consul- 
tancy and other costs incurred 
to achiev e increased productiv- 
ity. 

Turnover was slightly lower 
at £3&28m (£39.73m), although 
sales of continuing businesses 
increased by 14 per cent Mr 
Rawlinson said that despite the 
somewhat uneven demand in 
the home markets exports from 
Britain and the US continued 
their strong growth and now 
accounted for about 37 per cent 
of external turnover. 

The interim dividend is 
maintained at 2.75p, payable 
from earnings per snare of &5p 
<3-3p). 


Johnson Matthey plans 
S African inyestment 

By Kenneth Gooding, Mining Correspondent 


JOHNSON MATTHEY, the 
world’s biggest platinum refin- 
ing and marketing group, is to 
install capacity to produce up 
to 2m automotive catalysts a 
year In South Africa. 

This Is slightly surprising 
given that there is no require- 
ment for the catalysts, which 
reduce pollution from ears, in 
South Africa but JM said that 
export incentives made it 
worthwhile sending the 
devices to customers in 
Europe. 

It was expected most of tire 
catalysts would go to West 
German car producers, inctad- 
BMW, Daimler-Benz (Mer- 
es) and Opel, a General 
Motors subsidiary. 

However, JM has operated in 
South Africa for 30 years and 
has indirect links with Mr 
Harry Oppenheimer’s Anglo 
American Corporation of South 
Africa which is widely seen to 
have a substantial infimmca on 
the UK company. 

JM will move its existing 


Smith African refining, fabrica- 
tion and chemical products 
fl Hrma to an existing fac- 
tory at Germiston, east of 
Johannesburg, where the cata- 
lyst capacity will be installed 
and be in production next year. 
The total cost of the exercise 
will be R35m (about £13£m). 

More than one third of the 
world’s platinum supply Is 
used for automotive catalysts 
and about 80 per cent of mined 
platinum originates in South 
Africa. JM already has the 
capacity to produce about 30m 
catalysts a year, including a 
pfont at Evere near Brussels 
opened in February and a 
smaller one at Royston in the 
UK. 

The group stressed the move 
was not part of the reorganisa- 
tion of JM. announced by the 
new management team on 
Wednesday, which will involve 
the loss erf hundreds of jobs in 
the UK anri the US mid am - 
lysis suggest will cost about 
£lQm. 



Tallow Oil calls for I£5.85m 


2| c Record turnover and profit 
3fc Dividend increased by 21 % 

* Prospects for 1990 encouraging 


Turnover 

1989 

£000 

60,610 

1988 

£000 

44,780 

Pre-tax profit 

3,746 

2,912 

Earnings per share 

lL2p 

8.6p 

Dividends per share 

3.20p 

2.65p 

Jackson Group Pic 

Dobbs Lane, Kesgrace, Ipswich IPS 7QQ 


Henry Boot 


PRELIMINARY ANNOUNCEMENT OF 
RESULTS FOR THE YEAR ENDED 
31 DECEMBER 1989 



1989 

1988 

Turnover 

£136. 1m 

£1 53.1m 

Profit before tax 

£5.4m 

£3.9m 

Earnings per share 

66. Ip 

50.5p 

Dividends per share 

21 .Op 

17.5p 

Net assets per share 

£5.97 

£4.39 


The 1989 Report and Accounts 
are to be posted to Shareholders 
on 10 May 1990. Copies maybe 
obtained from the Company Secretary; 

HENRY BOOT & SONS PLC 
Banner Cross Hall 
Sheffield SI 19PD 
Telephone: 0742 555444 

CONSTRUCTION, HOUSING. PLANT. PROPERTY DEVELOPMENT 


Tallow Oil is raising I£5£5m far-24 basis at 13p each. Three 
(£&68m) in a fuDy-underwrit- warrants are offered, at no 
ten rights and warrants issue, cost, for every eight new 
The issue ia on an eight- shares taken up. 





S A L I X* P H 0 E N I X* L A R I X* 


. "Sofa, Latin noroo fortto Wfow- Photo: Cury - Rapbo. 

• Phoerix, LaSn name for the Dale ftdm - Photo: Qwuvo - Ejqslorer. * Lari*. Infin nane for European Larch - Pboto; Noales - Jacana. 



U N I 


UNDTC0ULD only be unked to a tree. 


Here at BULL your freedom is our main 
concern: freedom to choose the solutions 
that fit your needs, freedom to develop and 
yet protect your investments. 

This is why at a very early stage, BULL 
committed itself to the UNDC* market which 
enables you to benefit from a wide range 
of applications produced in cooperation 
with software houses. 

BULL was one of the founders of the 
X/Open group and Open Software Foun- 
dation which ore the world authorities on 
open systems standards. Today, the BULL 
DPX line is one of the most complete and 
competitive on the market BULL has now a 
globd offer - complementarity of standard 
systems and proprietary systems - which 


can meet the needs of large corporations os 
wefl as small and medium sized businesses. 

With BULL, the leading manufacturer 
in open and distributed information systems, 
you can step confidently into the new UNIX* 
world, a world of openness and freedom. 
BULL The Tree of Communication. 


Wfaridwide 

Information 


Systems 


s 
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COMMODITIES AND AGRICULTURE 


Soviet internal grain prices soar 


By Quentin Peel in Moscow 

THE SOVIET Government has 
announced hefty increases in 
the procurement prices it pays 
For grain, including rises of 
more than 80 per cent for the 
better grades of wheat, in an 
urgent effort to increase sup- 
plies to the state. 

The move follows a serious 
slump In state purchases last 
year, which fell 27.3m tonnes 
short of the 8&3m tonnes tar* 
get, as the country's huge state 
and collective farms consumed 
more locally, and switched to 
more profitable livestock pro- 
duction. At the sawu» time it is 
clearly hoped that the price 
rises will raise overall produc- 
tion and help reduce the Soviet 
Union's huge food import bill. 

However, the massive 
increases, above all in the price 
for wheat, are likely to put a 
major new burden on the state 
budget deficit at a time when 
the top economic priority is 
supposed to be to cut govern- 
ment spending. None of the 
increases are supposed to be 
passed on to the consumer. 


because no reform in retail 
prices has yet been approved 
by the Soviet authorities. 

In particular, the decision 
said that there would be no 
price increase tor mixed feed 
sold for livestock and poultry, 
in order to ensure that there 
was no increase in either meat 
or chicken prices. Under the 
decree announced by the 
Soviet Council of Ministers, the 
price for top-grade wheat will 
rise from R260 (£263) a tonne to 
R5Q0, and for second grade 
wheat, from R205 to R400. 

The increases for most other 
grains are rather less - 66 per 
cent for third-grade wheat, 54 
per cent for rye, 65 per cent for 
rice. The biggest price rise of 
all, however, is for m a l t ing bar- 
ley. up alm ost 135 per cent 
from R162 to R380, apparently 
reflecting official determina- 
tion to boost the production of 
beer, currently in very short 
supply. 

The question now is whether 
the new purchase prices will 
succeed in stimulating grain 


production and sales to the 
state, given the currant disar- 
ray of Soviet agriculture. 
Soviet grain imports actually 
rose last year by Im tonnes to 
36m tonnes, in spite of a good 
harvest. State purchases 
totalled 59m tonnes, instead of 
the intended 86.3m tonnes. 

The introduction of new 
rules last summer to pay hard 
currency, Instead of roubles, 
for top-quality grain produc- 
tion above the plan brought in 
an Increase of only 223,000 
tonnes, or less than 1 per cant 
Those regulations appear to be 
unchanged by the latest 
decree, and may have a greater 
effect in a full year. 

Tl if r rfffrfal ann i mnwimant of 

the price rise in Pravda, the 
Communist Party new s pap e r, 
yesterday said that it had been 
“found necessary to speed up 
the process of implementation 
of new prices for state pur- 
chases of grain, according to 
the economic reform," no 
doubt to give state farms a 
clear «rf g"«i at toe start of the 


season. 

The rest of the promised eco- 
nomic reform package is still 
locked in debate in Mr Mikhail 
Gorbachev’s presidential coun- 
cil. A sharp price rise was 
promised last year by Mr 
Yegor Stroyev, the Communist 
Party central committe e secre- 
tary in charge of agriculture, 
who said the ret ur n an grain 
production was only a half to a 
third of the rate of return cm 
livestock. 

"A sharp fa ftreujg in grain 1 
prices will help to explode tile 
lack erf respect for its cultiva- 
tion and give the peasant an 
incentive,” be told Pravda. 
"This would release foreign 
c ur rency for the purchase of 
consumer goods in the foreign 
market It would also provide a 
reserve for better payments for 
grain.” 

He said that retail prices 
must also rise in line with 
wholesale prices, to prevent 
farms mring bread, fmiiftH grain 
and pasta products as feed for 
livestock. 


Canada’s £300m plan to halt oyer-fishing 


Ely Bernard Simon In Toronto 

CANADA HAS unveiled a 
C$584m <£300m) package to 
support its hard-pressed east 
coast fishery, including an 
intensified diplomatic and pub- 
licity campaign to discourage 
overfishing by European trawl- 
ers. 

The package, consisting of 
conservation, diversification 
and finanriai mea- 

sures, is intended to counter 
toe severe depletion of east 
coast fish stocks, especially off 
Newfoundland and Nova Sco- 
tia, which has already caused 
the closure of several plants 
and cost several thousand fish- 
ermen and processing workers 
their jobs. 

The Government announced 
the measures a few days before 
Mr Manuel Marin, toe Euro- 
pean Community's fisheries 
commissioner, arrives in Ott- 
awa to discuss Canada's com- 
plaints with Mr Brian Mulro- 
ney, toe Prime Minister, and 
other cabinet members in Ott- 
awa. 

The Canadians are likely to 
press the EC to match their 
efforts in cutting the Atlantic 
catch and processing capacity. 


In particular, they will present 
details of specific vessels from 
European fleets which they 
allege have been heavily over- 
fishing. 

The Canadians are especially 
concerned about a relatively 
small portion of the valuable 
northern cod stock which 
mi grataa beyond the 200-mile 
limi t into what is known as toe 
"nose” of the Grand Banks off 
Newfoundland. This area has 
been the main target of Portu- 
guese and Spanish trawlers, 
even though it officially fells 
outside quotas set by Northw- 
est Atlantic Fisheries Organi- 

S&tk)XL 

For Its part, the EC is expec- 
ted to suggest expanded scien- 
tific cooperation, a move that 
would be welcomed by the 
Canadians, who feel that most 
of the research burden in the 
north-west Atlantic has up to 
now fallen on themselves and 
the Soviet Union. Ottawa is 
opposed, however, to the EC 
conducting research on fish 
stocks inaidR the Canadian 
200-mile zone. With the over- 
fishing dispute centred on 
areas outride the 200-mlle zone. 


a key element in Canada’s 
strategy is to strengthen the 
"management rights” of 
coastal states over these areas. 

Canadian negotiators, led by 
a senior maritime law special- 
ist, are trying to impose wider 
legal obligations on states fish- 
ing on the high seas to co- 
operate with nearby coastal 
states. 

Meanwhile, Ottawa is plan- 
ning to step up a publicity 
campaign in Europe which 
seeks to link control of fiahfng 
with wider protection of the 
environment. It aims to 
involve the fiaimiHaii industry 

anil fl«hfap mmminiiHiw mOTO 

closely in thi s publicity effort. 

The Government support 
package seeks to strike a Bal- 
ance between conflicting 
demands of the commu- 
nities. It offers some help to 
the existing industry, but at 
tha Mme tune imIbw it clear 
that the east coast's depen- 
dence on fishing must be 
reduced if fish stocks are to be 
replenished and a long-term 
livelihood guaranteed for peo- 
ple currently employed in fish- 
ing. 


The C$X50m set aside to 
rebuild fish stocks will be 
spent on expanded scientific 
research, new minimum ffoh 
and net meshsizes, atirf stricter 
surveillance *n d a faewaait 
The Government has allocated 
C$l30m for assistance to traw- 
lennen and plant wo r ke r s who 
lose their jobs as a result of the 
sected contraction of the 


Licences win no longer be 
freely available to part-time 
fishermen. The remaining 
C$146m win. be used for eco- 
nomic diversification, includ- 
ing val ue-ad ded fish products, 

such as flounder, herring and 
mackerel. 

Any effort to broaden the 
non-fishing base of Newfound- 
land and Nova Scotia raises 
sensitive economic and socio- 
logical Issues. The remote fish- 
ing communities would have 
difficulty attracting other 
types of business on any large 
scale, but most of their inhabit- 
ants are reluctant to give up a 
lifestyle entr enched for genera- 
tions in the out ports. 


Strike halts world’s biggest export coal mine 


By Gerard McCloskey 

COLOMBIA'S EL Cerrefon coal 
mine - by far toe world's big- 
gest export mine - has been 
hit by a strike stopping all pro- 
duction and movement of coal 
to Its export terminal at Porto 
Bolivar. 

The strike is now well Into 
its second week but so far 
exports have not been cur- 
tailed. The operator of the 
mine, Exxon subsidiary Inter- 


cor, believes it has sufficient 
coal at the port to load vessels 
until toe middle of May. Were 
the strike to last beyond that 
time few, if any, customers 
would be troubled. Most of the 
coal is sold in Europe where 
National Power and Fowergen 
are among toe biggest buyers, 
each due to take lm tonnes 
thin financial year. 

Large stockpiles of steam 


coal have been building up 
both in Australia and in 
Europe. Prices for Australian 
coal have been falling and in 
Taiwan and South Korea it has 
recently displaced South Afri- 
can tonnages. 

While the strike may not 
inconvenience Exxon and Its 
Colombian partner, state coal 
company Carbocol, it will cer- 
tainly embarrass them. 


This is the first strike to bit 
the mine"Alnce'Tts~ stfirt : dp Tn 
the mid-1980s and it will inevi- 
tably blemish the image of Col- 
ombia as a su pplier . 

Plans are in place for the 
development erf at least three 
further major export mines as 
well as for the expansion of El 
Cerrejon from its current 
annual exports of 12 m tonnes 
to at least 15m tonnes. 


Central 
America’s 
coffee pact 
hopes fade 

By Tim Coone In San Jose 

HOPE HAS faded in Central 
America for a new coffee 
quota accord which would sta- 
bilise prices and the region's 
economy. 

Mr Luis Diego Escalante, 
Costa Elea’s Foreign Trade 
Minister, who has been a key 
figure among "other mflds” 
producers in attempting to 
negotiate a new quota agree- 
ment since the previous one 
collapsed In July last year, 
said "toe lack of interest by 50 
per cent of the world’s coffee 
urodneers ant ^ toe huHflwwiM 
of another 25 per emit makes it 
almost impossible to imagine a 
new agreement being reached 
in die near future.” 

Be to a* the combina- 

tion of growing world demand 
and a modest recovery in 
prices has persuaded many 
producer countries that a free 
market might serve their 
interests better. "Brazil in par- 
ticular has given no 
of wanting to return to the 
quota system” he said, adding, 
*Tf prices continue in the *90 
to $100-per-qulntal range 
alongside growing demand, it 
Is unlikely there will be a 
r e tu r n to negotiations.” 

Mr Escalante estimated ton* 
the five Central American 
producing countries, which 
depend heavily upon coffee 
exports to prop up their aiHng 
economies, and which together 
produce almost 50 per cent of 
world supplies of "other 
mflds", had last “between 15 
and 25 per cent” of their coffee 
expe rt income. “The fell was 
more drastic and more pro- 
longed than anybody expec- 
ted,” he said predicting that a 
r ecovery in prices would taka 
“at least two years.*’ 

He suggested, however, that 
quality beans in toe "other 
milds” pimp might b e c o me 
scarcer, encouraging Mgimr 
prices, as a result of farmers 
paying less attention to pro- 
cessing their crons in order to 
shave production costs while 
prices remained low. 

Hr Escalante is to hand over 
his ministerial post this week 
due to the change of govern- 
ment in Costa Hlca, "but I do 
not envisage any radical 
changes in our policy," he 
mjd. He is to continue his 
involvement in the coffee ntr 
ket as an adviser to the Costa 
Wmh Cafiee Institute. 
•Fundamental factors on 
balance point to a "slightly 
bearish” coffee market for the 
next few mouths, according to 
E.D.It FJIan, the London 
trade house*, writes David 
BlackwelL 

Seasonally low ro asting s 
have combined with relatively 
high consumer sto ck s on the 
demand aide, while supplies 
from Brazil are expected to 
pick up following the rece n t 
fell in internal market prices. 


Far Eastern jewellers overtake 
Western Europe in gold usage 


By Kenneth Gooding, Mining Correspondent 


THE FAR Eastern jewellery 
industry for the first time last 
year consumed more gold than 
the Western Europe industry, 
which traditionally has 
dominated the business, 
according to the latest apt 1 ™* 

review <rf the gold market from 

toe Shearson Lehman Hutton 
financial services group. 

shpgrgrm estimates that the 
Far Eastern countries con- 
sumed about 478 fumes of gold 
last year, compared with 407.1 
tonnes in 1988, whereas con- 
sumption in Western Europe 
was 475 tonnes compared with 
4116 ton nan. 

The Far Eastern perfor- 
mance gave the jewellery 
sector, "the linchpin of the 
gold market,” inordinate 
strength in 1989 so that 
consumption by the jewellery 
fabricators jumped from l£84 
tonnes in 1988 to M14 tonnes 
or 45£m troy ounces, fi thus 
accounted for more than 85 per 
cent of newly-mined western 
gold production, -analyst Ms 
Rhona O’Connell points out. 

However, on the basis of 
gold's average price of Q8L52 
an ounce last year, compared 
with an average of $437.10 in 
the previous year, the grid con- 
tort of last year’s jewellery fab- 
rication was about $17-34bn, 
very marginally lower than the 

value of 1988’ S nfftakft Shear - 
son's statistics suggest a slip hf 
about $16m or 0 J. per cent 

Ms O’Connell predicts that 


jewellery manufacturers will 
this year take about 1,850 
tonnes of gold, a 5 per cent 
redaction on 1989, and that 
most of the fall in demand win 
come ffom the Tar East. 
Demand from Western Euro- 
pean jewellers will hold firm. 

Gold 

*000 tames 
22 



1981 84 88 88 90 92 

Source ;8hea«on Lehman Hutton 

mainly because of the Impor- 
tance of the Italian fabricators, 
Shearson suggests. 

"The longer-term historical 
r sp ect l ve shows how jewel* 

y has become increasingly 

important as a consumer lux- 
ury. Absolute levels of the 
value of new gold fabricated 
into jewellery between 1982 
and 1989 show an Increase 
from $9JLbn to H7^bn, a rise of 
90 per cent overall or an 
average annual increase of 


9.6 per cent," says the review. 

Looking ahead two years, Ms 
O’Connell suggests the gold 
price is likely to peak in the 
first part of 1991 but does not 
expect it to clear $450 an 
ounce. 

She predicts that the price 
will range between $360 and 
$440 an ounce this year, with 
the average being in the region 
of $390. Next year the price 
range is likely to be between 
$380 and $450 an ounce and the 
average between $400 and $410. 

"This implies that, compared 
with the 1989 average, real 
prices wELI be broadly main- 
tained but not improved 
upon,” the review points out 

In coming to its gold price 
conclusi on*, Sbearson assumed 
that there would be no 
ri gwffifamt global inflation and 
that, while the US. dollar was 
forecast to weaken daring 1990, 
it would change Its frond in 
toe first quarter of 1991. 

Shearson predicts western 
mine production, which 
increased by 6S per cent or 105 
tonnes in 1989 to L639.7 tonnes, 
wlH rise by 55 tonnes or 3.4 per 
cent this year and a farther 
per cent to 1.7402 tonnes in 
199L This compares with an 
average growth rate of 6.9 per 
cent between 1982 and 1989. 
"Annual Review of the world 
gold industry 1990 ” £500 or 
£ 1 , 000 to non-clients from Shear- 
son Lehman Hutton, One 
Broadgate, London EC2M 7HA. 


Peruvian miners back at work 


By Salty 


In Lima 


MINERS AT American-owned 
Southern Peru Copper Com- 
pany returned to work on Fri- 
day on the orders of the Gov- 
ernment after an eight-week 
strike which had closed down 
all company installations. The 
stoppage cost SPCC around 
$B0m in lost . production, 
according to Fern’s Minis ter of 
Labour. 

The Labour Ministry Issued 
a Supreme Decree on 1 May 
Instructing miners to resume 
normal working within 48 
hours and ordering toe com- 
pany to reinstate some 60 
sacked workers. New pay lev- 
els, the cause of the strike, 
have not yet been a g r ee d, how- 
ever, and negotiations are to 


resume an Wednesday accord- 
ing to rniinn officials. They 
claim that the most recent 
SPCC pay offer fa under two- 
thirds or what colleagues in 
statoowned mines are earning. 

Because of the return to 
work at SPCC, Peru's Federa- 
tion at Miners, Steel and Metal 
Workers suspended their call 
for a three-day national stop- 
page planned for 7 to 9 May. 

All three SPCC installations, 
the Cuajone and Toquepala 
copper mines and toe refinery 
at llo in the south of Peru 
towards tiie border with Chile, 
have been Idle since 12 March. 
The fe Peru’s biggest 

producer of copper, and nor- 
mally accounts for some two- 


thirds of total national output, 
about 233200 tonnes last year. 
But March o u tpu t fell to 8200 
tonnes from 19,000 tonnes in 
the same month last year, and 
April ft was zero. The company 
has declared force mqjeure on 
all shipments for the entire 
month of May. 

In spite of the return to 
work, an SPCC union leader 
anil in T.tmn an Saturday that 
the 5,000 company workers 
would be out again if this 
week's negotiations prove 
unsuccessfUL Miners at the 
large state-owned copper pro- 
ducer Centromin are also 
threatening a strike from 14 
May if their third quarter pay 
demands are not mat. 


MINOR METALS PRICES 


Prices from Metal Bulletin (last 
wee k's in brackets). 

ANTIMONY: European free 
market 99.6 per cent, $ per 
tonne, in warehouse, 1,725-1,780 
(1,740-1,790). 

BISMUTH: European free 
market, min. 9999 per cent, $ 
per lb, tonne lots in warehouse, 
3.75430 (330-420). 

CADMIUM: European free 
market, min. 99.5 per cent, $ 
per lb, in warehouse, 440420 


(same). 

COBALT: European free 
market, 995 per cent, $pflt Jfc-. 
in warehouse, 8 . 00-820 ( 820 - 
890). 

MERCURY: European free 
market, min. 9999 dot cant, $ 
per 76 lb flask, in warehouse, 
215-230 (same). 

MOLYBDENUM: European 
free m a rke t, drammed mrfyb- 
die oxide, $ pa lb Mo, in ware- 
house, 395820 (3.15-320). 


- SELENIUM: European free 
market, min 9&5 per cent, $ per 
lb, in w areho use, 5JXML00. 

TUNGSTEN ORE: European 
free iMifa f 1 , afatnflwr ri mtn 65 
per cent, $ per tonne unit (10 
kg) WO, cif. 40-60 (same). 

VANADIUM: European free 
market, min. 98 per cent, $ a lb 
VO, df, 3954.15 (4.10420). 

URANIUM: Nuexco 

exchange value, $ per B>, UO, 
9.00 (same). 


WORLD COMMODITIES PRICES 


MARKET REPORT 

COCOA prices tumbled In London 
in the afternoon following a 
technically inspired retreat in New 
York. July cocoa closed at £823 
a tonne, a fall of £49 on Friday's 
close and the lowest level since 
April 3. Dealers said there was 
no physical or fundamental news 
to explain the movement "It 
seems people were longer on 
balance and tried to take 
profits... this liquidation came Into 
a thin market with not enough 
buying Interest,” one said. Some 
industry buying is expected at 
these levels, with support seen 
around £800 a tonne. On the LME 
cop per moved ahead In the 
afternoon as Comex prices picked 


London Markets 
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up. Analysts said the London 
market was aided by Comex 
establishing sound chart support 
at 109.5 cents a lb tor May, but 
further short-term volatility Is 
expected In the widely based 
S2.420 to $2,520 a tonne 
support-resistance band until the 
nearby supply position become s - 
clearer. The market also remains 
underpinned by optlons-related 
tightness for May delivery. In 
Chicago pork bellies were limit 
down by midsession after a wave 
ol commission house profit taking. 
The market was due for a 
correction after recent gains, 
traders said. 

Compiled from Reuters 
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Oa 

166.00 

156.00 

15740 16740 

Nov 

1SL25 

15845 

15940 18046 

Doc 

161.50 

150.50 

16140 16040 


Turnover 11888 (12 1821 tola ol 108 Bonos 


cerrroe 

Liverpool- Spot Arid shipment safes In 
Liverpool for tho imfc #ridad4 May 
amounted to 8S3 tonnos agairtet 120 toms 
In gio prev i o u s week. Trading wa* 
moderate «tti safes occur! ng In Russian 
and Purl van growths. 

JUTS 

May/ June c and I Dundee BTC tS6E, BWC 
*880, BID *940. BWD 35SO; c and I Antwerp 
BTC *660. BWC 3530. BTD *530. BWD 392a 


COCOA 

- leas 


Crionna 

LONDON 

Hr*L KXCM 

ANON 

(Prices supplied by Amalgamated Metal Trading) 


Close 

Previous 

Higfc/Low 


does 

Previous 

Hlgh/Low 

AM Official 

Kerb dose Open Interest 





AfenWOBL 987% portv (* par tonne) 




Ring turnover 44,637 tonne 

M 

Sep 

823 

841 

872 

888 

886 020 

881 840 

Cash 

3 months 

14974 

19174 

1489-1 

18084 

151871608 

MOOT 

19134 

1618-20 

10876 tote 

Deo 

860 

006 

667 668 

Copper, grade A (t par tonne) 




Ring turnover 80,027 tonne 

May 

Jut 

807 

012 

930 

961 

930 806 

943 910 

Csah 

3 months 

16604 

1509-10 

16306 

150O-1 

166071813 

1514/1480 

181941 

1497-6 

1511-2 25725 feta 

Turnover: 6060 (1310) lo*i Ol 10 tonnes 

ICGO Indicator prices (8CRa par tonne). Daily 
price tor May 4 HM947 11044.71) WJ day average 

Cash 4847 

3 months 48+6 

4674 

4806 

487 

486/404 

487 JM 

48+6 

484-8 4,t2S lota 

lor May 8 103840 (1041.19) 


Mefcel (3 pertonoe) 





Ring turnover 7.447 tonne 





Cash 

3 months 

8950-73 

8725-43 

910060 

8660-76 

900018850 

8800/8726 

892540 

872540 

872640 

1462 tote 

Ciorem 

- Ufe 

Im POX 

Crtonne 

Tin (3 per tome) 





ninp tomenrer 0133 tonne 


does 

Previous 

HighiLow 

Cash 

64206 

6406-15 

6420 

8420-2 




May 

843 

638 

641 636 

8 monV* 

663040 

6S206 

6660/6630 

663040 

0540-60 

245 tote 

44 

650 

866 

660 660 

00 061 

684 679 

Zfeo.3ped 

el Mph Grade (3 per tonna) 




Ring turnover 10351 tonna 

8op 

Hot 

686 

700 

710 

722 

682 

Cash 

8 montfts 

178840 

MOM 

1786-7 

16836 

1700/1780 

1700/1675 

17904 

1690-2 

16858 

12460 tots 

Mar 

May 

rio 

727 

712 705 

725 717 

LME Ctoslng £01 rata: 

SPOT: 14700 3 months: 14072 

6 months: 1J67Q2 

9 motet* 14466 

turnover: 2478 (240(9 feta of S tonnes 

ICO Indicator prices (US cants par poonCO lor 
May T: Comp. daMy 7224 (72.18). 18 day aver 
soe 7348 17443) 

LONDON 

BULLION Ml 

OUT 


New York 







QeM (Itne «n) 3 price 

£ equivalent 

OOiO 100 troy OZJ S/Troy ox. 


POTATOES - n 

STtonne 

Close 

36914 -369V 

220V621V 


Ctoea 

Previous 

Wgh/Low 


Cioia 

Previous 

HjpfULoe 

Opening arc -373 

Morning Ha 372.10 

223 >• 423V 

222282 

Mm, 

3700 

3729 

3714 

3744 

3723 

3724 

May 

Nov 

Apr 

2404 

1064 

1864 

2494 

135.0 

1914 

287,4 2304 

1324 130.0 

196.0 1664 

Afternoon fee 37045 
Day's high 3724i-373l| 
Day's low 368l|489 

221 era 


JUI 

Aug 

Ott 

Feta 

Apr 

374.4 
3708 
3914 
391 J) 
9908 
■4021 

3704 

3706 

3834 

0 

3804 

3821 

0 

3784 

38M 

Turnover 231 (414) tote of 40 tonnes. 

Colne 

S price 

£ equivalent 

3906 

404.1 

0 

0 





f4 t p 

37»G84 

















wtuuhhu- are 

E/tonno 




It 











379-384 

2Z6V-229V 


Gtosa 

Previous 

HlgtVLow 













oct 

Dec 

T28J5D 

133-30 

1304 

12640 

13X60 

New Sov. 
OUSOv. 
Notate Plat 

87V49V 

S7V-69V 

8263V 


Jui 

Oct 

4706 

4800 

4844 

4914 

4854 

4894 

473.0 

4826 

Turnover 28 (46) lots ol 20 tonnes. 


Jen 

4964 

4074 

4864 

0 





•Over 9x 

p/Hne or. 

US et> aquiv 

66.VER 6,000 teojr oz; eantt/trajr on 


PfBDOHT FUTURES — M 

IIOAmtoa point 

Spot 

900.76 

31226 

60328 

51446 


ttey 

Jtm 


6014 

8044 

SQ24 

0 



Close 


HlghiLovr 

,6 mantes 

32440 

ou» 


aoia 

0 

May 

Jun 

jm 

1342 

1250 

1141 

1329 

1218 

iia 

1349 1339 

1250 1236 

1148 1131 





Sap 
t fee 

Jan 

Mar 

SOU 

6144 

■u 

6174 

5204 

5104 

5106 

5514 

5044 

6128 

5M4 

an 

1330 

7340 

7XA4ND OPTIONS 



6301 


0 

0 

6374 

0 

Turnover 840 (112) 


Atanefcdenl (W.7%) C*tfe PUN 

May 

5404 

5494 

6 





Strta price 3 tonne July 

Sep July 

Sep 


ORAM 

- am 


Cflonns 

1400 

1500 

124 

84 

141 7 

77 36 

20 

64 

Close Previous MoMLoer 

Who* 

Close 

Previous 

HKPi/Loni 

1600 

17 

37 99 

110 

May 

12040 

11740 


11S40 

11540 

May 

11945 

19040 

12040 12045 

Copper (Grade A) Cafta PlA 

Jun 

11040 

11219 

10845 

10746 

10055 

11346 

10945 

10845 

10545 

10448 

11640 

Nov 

Jan 

Mar 

May 

12140 

11740 

120.65 

12440 

12640 

117.60 

12045 

12440 

12240 12146 

11645 11740 

121.15 121.10 

124.45 

127.23 

2400 

2600 

2600 

179 

130 

75 

140 47 

96 as 

61 138 

86 

160 

2M 

Sap 

Oct 

10093 

10840 

0 

11010 
10646 
106. 10 

0 



Jui 

Sep Jui 

Sap 

Deo 



0 

moo 

Barley 

Close 


Hlghfljow 











10249 

W1 .40 

0 

0 

NOV 

11040 

11640 

110.74 

11640 

660 

33 

64 26 

67 









TOO 





Turnover Wheel 3T7 f45B}> Barley 22 (7$. 

Costs 

M 

Sap Jui 

S«p 


Latest 

Previous 

Mgti/iw 

11 ■ - 





730 

800 

8S0 

60 

46 

23 

106 B 

71 23 

46 51 

IS 

31 

66 

Jun 

Jui 

106* 

19.13 

1647 

1846 

1848 

19.14 

1940 

iosT 

1842 

1945 

nos - 

an 

(Cash Settlement) pta 





Oct 




Close 

Previous 

High/Lew 

Brent Crude Jim 

Jui Jun 

Jui 

Nov 

Jan 

Feta 

2001 

2041 

20.10 

1845 

Jtai 

1234 

1244 

1234 1234 

1650 

1700 


08 23 


1649 

2041 

20.09 

2010 

1042 

1946 

Turnover 27 (4) feta of 3.260 kg 

1730 

41 

45 

E 7 

Mar 

1096 

2041 

1946 

O 


HECTieoa.«2jooou8pa— . oewo/U8 goBe 



Latest 

Previous 

Mgh/Low 


Jui 

6136 

6036 

6140 

5040 

Sep 

5369 

w> 

636S 

5310 

Oct 

0441 

6383 

6460 

5400 

feov 

8932 

9478 

6968 

53W 

Deo 

6631 

5573 

5645 

5600 

Jen 

8686 

5813 

5665 

6660 

Feb 

8625 

BSSO 

5825 

9600 

Mar 

9460 

6383 

5480 

0 


COCOA lOtannosSAoiNMS 



Ctoea 

fewkn 

Htgh/Low 


May 

1218 

1283 

1296 

1215 

Jui 

1238 

1293 

1290 

1225 

Sep 

1260 

1314 

1320 

1265 

Dec 

1238 

1341 

1343 

1261 

May 

1380 

1371 

0 

0 

Jui 

1307 

1391 

0 

0 

Sap 

7415 

0 

0 

0 


MriU'Cs/jnteieMiflbi 


ctoea 

Prsvtoua 

Htgh/Lovr 


May 

91.88 

9142 

9218 

91.10 

Jui 

8341 

2257 

9370 

9240 

Sep 

9640 

9445 

oaao 

9440 

Dee 

07.40 

98.60 

9740 

9275 

Mar 

99^48 

98.63 

90-38 

90.30 

fear 

imsa 

10040 

10140 

0 

JuJ 

«2-7S 

10240 

10340 

0 

*teP 

10380 

10379 

K&00 

0 


auaAH WOHLP 11" 1T2to0 U*; COTSribS 



Ctoea 

Previeua 

HHMjoo 


Jui 

14.78 

1440 

14.7* 

1440 

Oct 

1279 

1446 

1440 

1449 

Mar 

1440 

14.10 

1441 

14.19 

Jui 

1448 

1349 

1445 

1340. 

Oct 

1278 

1446 

1440 

1449 


COTTON 80400; canD/to 



Ctoae 

Pravtous 

MbWLow 


May 

74-10 

7440 

7446 

7270 

M 

7440 

7442 

7444 

7442 

Get 

70.19 

8946 

7040 

6278 

Dec 

6740 

67.10 

8749 

67.15 

Mar 

9247 

8740 

8260 

0 

May 

6846 

6220 

0 

0 

M 

6200 

8220 

0 

0 

GRANGE JWCC 16400 6m; canfeflba 


Ctoea 

Prevfoua 

MBtAew 


•ter 

19640 

19260 

19740 

194.15 

Juf 

19200 

191.75 

19640 

19240 


190J6 

13646 

TWL7H 

0 

Nov 

16140 

17240 

18140 

17240 

M at 

17740 

17545 

0 

0 

May 

17740 

17548 

0 

0 

Jui 

17740 

17046 

0 

0 


nwcaa 

REUTHtS(Baae: September 16 1831 - 100} 

MayS 

May* 

mnth ago yr ago 

18126 

19314 

19274 20074 

! DOW JONES (Base; Deo. 31 197* - WO) 

M*y 4 

M ays 

*v*h a&o yr ago 

Spot 133.17 

13440 

13325 13236 

Futures 13270 

13&69 

13441 13273 


Chicago 


torwtlW M00 bu min: oantaJWb bushel 



Ctoaa 

Pravtous 

Hgh/lMr 


May 

63374 

697/0 

641/0 

631/0 

Jut 

646/4 

6M/6 

606/4 

645/4 

Aug 

663/0 

W/rt) 

663/0 

652/0 

Hap 

664/2 

657/4 

684/D 

683/0 

Nov 

681M 

683/4 

671/0 

880/2 

Jan 

672/2 

673/2 

681/D 


Mar 

662/4 

682/0 

691/0 

681/4 


8OTABEAHOa.a0.Q00 Has cantartb 



Cloaa 

Previous 

High/Low 


May 

9443 

34.14 

2447 


Jl* 

24-07 

3446 

3444 

2104 

Aug 

2346 

24.13 

3440 

2345 

Sap 

23.76 

2340 

2440 

23.78 

Oct 

2246 

2847 

23.70 


Dec 

2227 

22*1 

2343 

2328 

Jan 

2348 

2349 

2340 


Mer 

2286 

3349 

23.12 

2246 


BOYAMCAH MEAL 1QQ Iona; 3/ton 



Ctoea 

Pnevteue 

httflh/Low 


Mey 

1834 

1834 

1864 


Jui 

188.1 

1884 

190J 

1874 

Aug 

ioai 

190.1 

1924 

189.0 

8ap 

1914 

1924 

1944 


Oct 

1934 

1834 

1964 

1990 

Dec 

1974 

1974 

2004 


-ten 

1994 

1804 

2014 

1993 


MA 17C 6,000 bti ndn; oonfe/B6B) bushel 



Ctoea 

Pravtous 

Mflll/Law 


May 

2BB/0 

aw 

292/2 


Jui 

289/4 

291/2 

293/2 


S«P 

278/4 

278/2 

200/8 


Deo 

271/4 

27MJ 

273/4 


Mar 

278/4 

278/6 

2788) 



278/8 

sron 

281/0 


Jui 

281/2 

261/2 

282/4 

261/0 

NHEAT 5400 bu ndnj cants/SOb-buahel 



Ctoaa 

Ptovtoue 

Htgh/Low 


*** 

378/0 

383/0 

384/4 

arm 

Jui 

348/2 

99Z/B 

865/4 



356/0 

958/6 

300/8 

38210 

Dec 

366/4 

3n/a 

374/9 

385/2 

Mar 

373/0 

arm 

37814 

372/D 

May 

384 n 

270 14 

371/4 

364/0 


UVE CATHC 40400 lbs; centeflbs 



Ctoaa 

Ptfevlatn 

M8WLHN 


Jtn 

7342 

7920 

7942 

73.73 


7142 

72.77 

7247 


Oct 

7446 

7442 

7900 


Dec 

7445 

7936 

7640 

74-30 

Fab 

74J3 

7942 

7545 

74.70 • 

Apr 

7910 

7545 

79t7 

75-10 

An 

7440 

7946 

7440 

7440 

HDQS 39000 Its cenfeAbt 



Ctoaa 

Prevtoua 

MgWtnw 



Jun 

6347 

8440 

8146 

8950 

Jui 

6240 

8930 

84.75 

/Pan 


6037 

8247 

8246 

6047 

Oct 

5345 

5442 

6648 

5968 

Dec 

6246 

53.72 

6448 

BUI 

Feb 

80.70 

8140 

BUTS 

597Q 

** 

47.75 

<938 

‘ 4947 ' 

4740 

Jim 

5970 ’ 

51 JO 

61^0 

80.70 


PORK IWUJU «uoo ns; oania/lb 



Ctoaa 

Previous 

HtgWLow 



6930 

■7930 

71.10 




7952 

7140 



8030 

8920 

6915 


Fob 

5032 

5940 

8040 


Mar 

8745 

6920 

8940 


*ter 

5845 

0949 

6940 

BUS 



39 
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FINANCIAL TIMES WEDNESDAY MAY 9 1990 


LONDON STOCK EXCHANGE 


Equities close higher but below best 


SHARE PRICES on the London 
equity market bounded 
yesterday, with the FT-SE 200 
Index moving closer to MOO 
and extending the rally which 
commenced last week. 

By the close of a session 
highlighted by some big price 
movements but a marked irafc 
of actual business and enthusi- 
asm, the index had clawed its 
way back to levels last seen, 
before It Buffered from such 
damaging events as Hoy lake 
withdrawing its bad for Bats - 
the biggeefrever bid for a UK 
company — the Mldhmd n»wfc 
profits warning and the March 
trade figures. 

Dealers attributed the steep 
rise in share prices partly to 


AobmsW 

Prate- 

Mat 

UM BMtaflM 

Apr *0 ' 

npM 

■lay 20 

OctaOimtaai 

Mar to 

m 

MW 24 

Jun 7 

ltaPiafcp^ 

May 11 

UajrW 

Jim 8 

AsooaMDap: 

May 21 


Jon 18 

9ta6»»a»l 

UtaMM 

• u* taa pfaoa *wn 
mm **%* —taw. 


tpnhnfeai factors - most nota- 
bly a sevan stock shortage — 
as well as good performances 
over the UK holiday period by 
Wall Street and Tokyo and 
some encouraging UK eco- 
nomic 

In the background, Mr John 

Major, the Chancellor of the 
Exchequer, speaking in Wash- 


ington, indicated that demand 
In the UK was slowing in 
response to high interest rates 
and that the latter could well 
move down next year. 

The equity market opened 
with big gains across the 
board, with much of its Impe- 
tus coming from the Futures 

market, where the Footsie 
future moved to a 33 pomm 
premium to the «*5h market. 
Both the futures and the 
underlying market peeked at 
midday when a decline in the 
Footsie future triggered a simi- 
lar move by stock prices. 

Th e final figure for March 
retail sales and for consumer 
credit for the same month were 
seen by dealers as confirming 


expectations of a slowing in 
the economy aM played their 
part in helping market senti- 
ment. 

At midday, however, the 
niprkp* began to tetter, suffer- 
ing from nmdmal turnover lev- 
els and some profit-taking 

At the dose, the FT-SE 200 
Share index was 1&8 higher at 
2082JJ, having touched a day's 
high of MSL3 at midday. 

Commenting on the day's 
b usiness , a trader with one of 
the leading UK securities 
houses said the rise in the 
Footsie was unrepresentative 
of the day's turnover. This 
totalled only 307.1m shares, 
well down on last Friday's 


437.5m and Thursday's 
-Our business has split 50 per 
cent buying and 50 per rant 
selling; one or two unit trusts 
chased the market early cm but 
there was precious little after 
that early flurry," he said. 
“Everything now hinges on 
Friday's RPI figure, which 
everyone is talking to be 10 per 
cent or above.” 

Mr Kevin Adams or stockbro- 
ker Hoars Govett expected an 
inflat i on figure of 9.7 per cent 
but added that “once thi* hur- 
dle is out of the way, and with 
the market still very attrac- 
tively valued, it may be possi- 
ble to start taking the first ten- 
tative steps towards our 
yearend target of 2£00. M 



FINANCIAL TIMES STOCK INDICES 




. May 
■ 

M*r 

4 

May 

3 

r 

1 

Yaaf 

Wtfl 

1*30 

Low 

toe* CamptfatAM 

Htyh 1» 

Ob—— at S— 

7884 

75.98 

74.68 

7487 

74 51 

#6.52 

8430 
l» 11 

74 13 
(*>4) 

127 4 
(WV361 

49b IS 

0/1/751 

RMHmt 

85.18 

858S 

84.74 

6488 

84.37 

87 54 

82.01 

i«re 

*380 

1054 

(20711/47) 

50.53 

13/1/75} 

Ordinary Start 

17W.1 

1696 8 

15768 

1676X 

16535 

1767J 

1W1 

11*11 

1053 6 
IW41 

2006.6 

(53W691 

49.4 

(2*6.401 

aoHMM 

227.0 

215.6 

2153 

218.5 

2190 

1744 

378.5 

(&?> 

2H5 

<3/5! 

7347 
ItSi 2/831 

435 

we/to/rn 

FT« 108 Sham 

2182.0 

2162.2 

2134 9 

2137A 

21179 

2125.1 

2463.F 

Dr'll 

2103.4 

130/41 

2463.7 

(3/1/901 

9069 

(23/7/841 

Ora. oh. YMd 

531 

U5 

581 

541 

544 

4*3 


E*mM0 YW 

1180 

11 00 

17 12 

121! 

1218 

10 77 

Onunary \n) 38. OeH «»»» tata KX» 

P/E RnwtaHv) 

1014 

TQ07 

9.86 

997 

993 

1131 

fT-st wo imam * *» wo* 



SEAOBvgfl* 4.45pm 21.788 20,3*7 18,2*5 20,174 18.615 28.02* 

Equity Tumowt£m)t - 7856* 703,55 747.67 622-80 1274 08 

Equity Bouttwt - 19.442 17,636 20.159 10,439 30.883 

Star** Traded (m!}t - 357.0 354.7 358.8 


Orient* Start Index. Hourly ttangss Day’s High 1718.0 


322 B 5C90 
Day's Low 1794.5 


OptA 

tTW.5 


Osin 

17105 


10 tm 
1708.7 


11 am 
17106 


12 pm 

1 pm 

1 2 p«» 


3pm 


4 pm 

1716.6 

1714 7 

| 1714 B 


1711.7 


1711.7 


FT-sc, nearly crime** 


Day* Hfflti 2192.3 0*y a Low 21734 




8am 

2182.6 


10 am) 111 am 12pm 
2181-2) 2184.0 2192 3 


1 pm 
21894 


2pm I 3pm j 
2188 81 2184 9 


4pm 

21837 


GILT EDGED ACTIVITY 

MKM- May 7 May* 

GUI Edged Bargaina 93.4 

6— Day average - 83£ 

*96 Activity 1874 IEiC fading InVMMfKM 
MWMlOWriiunMr GakuUDcaiM 
m FT indices a da:iy Equity BwgaM and 
Equity value end ot we *— fle y « v «9 « « 
C*uuy Ifaitem* **4 **“■*» veiue. m> **- 
coitUmnd on Mi 31- Ctaw>0 um Im .My 
» eveiUMa on mq u — t 
UMm newt aad HUM Start Mkc 
T uL COM 1730D1. 


Berisford 
on bid 
alert 


mtenmUfmal. ti» 


commodities group, sained 5 to 
I37p on Irish press reports that 
MT Larry Goodman, the Irish 
businessman who owns a 13 
per cent stake, was on the 

verge Of launching a bid. 

According to the report, Mr 
Goodman had fined up flnanrw 
from french, Irish and Japa- 
nese banks. Analysts said *hwt. 
if Mr Goodman did bid for 
Berisford he would retain Brit- 
ish Sugar, the core of the 
group, and dispose of the rest. 

Mr David Lang of Henderson 
Crosthwatte said: “This story 
has got a bit of a ring to it It is 
the latest and most authentic 
report of Goodman’s interest in 
making a bid. It indicates that 
the pot is boiling and Mr Good- 
man wants to be involved.” 

Mr Lana however; said he 
was cautious erf press reports 
that Mr Goodman would M d 
I80p, or £90om, for Berisford. 
Be added that if Mr Goodman 
did bid be would be Bkcdy to 
follow the path of the 
Tate&Lyie offer with a refer- 
ral to the Office erf Fair Trad- 
ing. 

The speculation came as 
Tate waited for the OFT to 
advise Mr Nicholas Ridley, the 
Secretary of State for Trade 
and Industry, on whether to 
refer its planned bid to the. 
Monopolies and Mergers Com- 
mission. Most analysts 
believed a referral was likely. 
Tate shed a penny to 271p. 

Non-voting shares 

Press comment on the passt • 
bilily of new ''European' laws, " 
intended- to- make it erfstar fite 
- companies to-be 'taken -over- 
boosted restricted Voting Utockf ' 
of companies controlled by 
tightly held blocks of fuH-vot- 
ing shares. 

The main beneficiaries 
among FT-SE stocks were 
Great Universal Stores and 
Whitbread. Both are subject to 

iwadmuil bOUtB Of S peCUlSttOP 

that their restricted voting “A” 
shares might be enfranchised. 
Yesterday's hopes added 87 to 
the price of GDS "A”, which 
closed at 967p, and 10 to Whit- 
bread, at 379p. The latter bad 
peaked at 383p- Turnover in 
7»th was unexceptional. 

Analysts were cautious, op 
the prospects for ettfranchfue- 
znent, however. Mr Geoff Col- 
lyer of the brewery research 
team at County NatWest Spoke 
for many when he argued foot 
any changes would be a long 
time in coming and might, face 
difficulties from countries 
where barriers to takeover 
were traditionally high. 

Banks generally advanced 


with the market Any unusual 
performances, said dealers, 
reflected covering of either 
short or long posmcsis in the 
market. Barclays stock was 
hard to come by and the shares 
were 18 better at one point. But 
the price rise flushed out aell- 
ets and the stock dosed 7 befc- 
ter en foe day at 

There wer* 
of Abbey National, TSB and 
Royal Bank of Scotland, The 
shares marked time after the 
rises erf last Weak. Abbey shed 
a penny to 191p, while 
Royal Bank were unchanged at 
333p and 167p respectively. 

Composite insurers found 
support ahead of their first- 
quarter reporting season. Gen- 
eral Aedaant figures due on 
Thursday, added IS at lMSp, 
while Commercial Union, 
which reports on May 16, was 2 
harder at Stop. Royal Insur- 
ance, 6 to the good at 450p, 
reports the following day. 

Among insurance brokers, 
Sedgwick climbed 8 to 
The company announces 
quarter figures on May 15. 

Tarmac Was the most 
heavily traded stock in the 
construction sector with turn- 
over at 43m Shares. Investors 
may have been drawn by the 
slightly brighter outlook for 
interest rates, and several sfae- 
ahle trades ware recorded. The 
Shares, however, foiled to hold 
the highest level and closed 
only 8 firmer at 234p. 

Larger gains were estab- 
lished by BMC, id dearer at 
6l5p, and Taylor Woodrow, 
Winch toes 6 to 274p» - 

Iwfl i iwp Itaflilrtriafr lff 

and rose 8 to 5S9p following a 
report of expansion in eastern 
fiuxope. ft was suggested that 
the group’s West German sub- 
sidiary was dose to rfiTi^htn g 
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ami in the modemiaa- 
r three existing foetorfen 

l oc a te d faiKaitt fl er n ams ^" -v . 
- Trafalgar House moved with - 
the . market, dosing 2 up «t 
296p as the market awaited 
ln toim fi gures expected tod ay. 
Analysts predictions of profits 
Tawg wd -fttan anKin to £U8m. 
Mr Robert Gibson at Robert 
Fleming Securities forecast 
profit s of £L17m- He said: 1 
think the picture you will see 
Is a strong performance in the 
shipping and hotels sector, and 
the construction engineering 
sector offset by a weak perfor- 
mance in the property and 
hnmdmr sectOCS.* 

Two-way business of SJm 
shares was recorded in BTB, 
which added a penny at 390p. 


200 


A stock overbang from last 
week combined with a lack of 
interest made PUMngton one 
of only a handfol of stocks to 
move against the market trend. 
The shares (dosed 3 lower at 
lOlp on turnover of 1.2m 
shares. Heywood Williams, 
thought to be a prospective hid 
target for PiDrfngton, added a 
further 5 at 267p. 

Profit-taking after last 
week’s good run, which fol- 
lowed better-than-expected 
firstmarter figures, was noted 
in IGI and the dose was 8 
easier at 1105p. 

BOC also ket ground, earing 
tip 4 to 520p ahead of Thurs- 
day’s interim figures. 

A buy racomimeidation from 
UBS Phillips & Drew helped 
turnover in Racal E l e c tronics 
expand to 4.7m. The shares at 
<me time rase to 2Q0p. a gain at 
■ 6, but came- off 4he. (fay*s Ugh 
to ctafift a nets ahead at lSTp^r 

Pointing, not : that it> a aw /a .. 
prospec t of a recovery of nan- ' 
telecom profits over 1990-91, 
UBS said: "We believe the mar- 
ket is significantly underval- 
uing th*» group." 

News that nance had liber- 
alised its stance on private 
telecommunications circuits 
helped sentiment among caRn- 
lar telephone operators. The 
news not only helped Racal 
Electronics but was said to 
have spilled over into Racal 
Telecom, its sister company. 
Which closed 9 up at 341p. 

Also benefiting from that 
sentiment was Gable and Wire- 
- less, which finned 8 to 484p on 


turnover erf 2 Stn shares. 

Nomura now rates C and W 
Shares a long term buy and 
found it to be "operating in a 
huge market growing rapidly.** 
It added: "It has a unique expe- 
rience in operating in i ntern a. 

markets be 

expected to become involved in 
many areas of the world mar- 
ket, which are just opening 
themselves up to new telecom- 
munications service provid- 
ers." 

A c ur r ent trading statement 
f m m Dixons hrioed t>w shares 
add 6 at 126p. The company 
said it would beat the profits 
forecast it made in J anua ry. 

Mr Mark Hussoo of Morgan 
Stanley said that p rofit fore- 
casts made as part of a Md 
defence, such as the January 
figure, tended to be at the top 
enA at the range. Mr Husaon 
raised his profits forecast for 
the c u rre nt year from £68m to 
£87m. A Monopolies and Merg- 
ers Commission report on a Md 
for Dixons from xiwgiMigr Is 
being considered by the Secre- 
of State for Trade and 
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Unigale, the dairy products 
improved 9 to 288p fid- 
that Assodatsd 
British Foods, 2 better at 378p, 
had bulft up a 2 per cent stasis. 

Analysts, however, thought 
that a foil Md by A.B. Foods 
was unHkdy . Mr David Atkin- 
son of County NatWest said it 
waa more likely that AJ3. 
Foods had taken an investment 
stake, "ft has probably taken 
the view that someone else will 
at some stage bid for Colgate,” 
be 

Spey hawk, the property 
developer, reco vered 2 4 to 130p 
after Friday's buffeting. Com- 
ments by Mr Trevor Osborne, 
Speyhawk’s chairman. In a Sat- 
urday newspaper that the com- 
pany would buy back Its 
sentiment aim 
modest buying. 

UK Land gained ^0 at 33 8p 
following an Increase in net 
vnlu*- ** l n l i* ^ I 1 * 1 ' ***ge 

to 75Qp per share from TOto bat 
time. Mr Andrew Walker of 
BZW said the production <rf a 
bala nce sheet by UK Land at 
ft* interim stage would help to 
allay worries in the market 
that the pr ope rty company was 
in difficulty. 

Some hefty trades on the 
overnight ticker in Saat- 
chl A Sas t c hl rekindled bid 
speculation. Suggested preda- 
tors were French, namely 
Enrocom. which baa had dose 
business dealings with UK 
agency WGR3 (now called 
AeglS), and publishing giant 
Havas. Efforts an the part at 
analysts to the rumours 
were thwarted by a French 
public holiday. Saatcfai Hhwh^i 
to 120p in early trade, but 
eased during the day to close 
at U8p, Btifl a net rise of 11. 

Read Int e rnation al climbed 
II to 893p, reflecting, said deal- 
er*. the probable placing late 
on Friday at a line of more 
than Lur shares which had 


bear over hang ing the market 
during the week. 

British Aerospace bucked 
the nmrteti trend, giving up 4 
to S09p. The shares were hurt 
by weekend press report s that 
the company had negotiated 
with the UK Government a 
near monopoly pnrftten for the 
supply of ammunition and 
explosives at the time of its 
1987 purchase of Royal Ord- 
nance. 

The market took this as a 
signal that the company was 
likely to become embroiled in 
more political problems, 
adding to the fire it drew with 
the revelation that BAe had 
rece i ved £38m in “sweeteners” 
as part ofits purchase of Rover 
Group, Us car manufacturing 
subsidiary. Last month’s 12.7 
per cent fan. in new car 4°**° 
also affected sentiment. 

Turnover in Rolls-Royce 
swelled to a hefty 9-6m shares, 
while tiie price closed a shade 
easier at 199p, having ret rea ted 
from a day's high of 201p. Deal- 
er* talked of general two-way 
business. 

The company announced Jt 
had won an moor to supply the 
engines for a fleet of 727 air- 
craft belonging to United Par- 
cel Service, the largest smaft 
package carrier in the US, in a 
deal estimated to be worth 
over£600m. 

OH and gas Issues made good 
progress ecroas the board, sus- 
tained by firm erode an prices, 
but tended to underperform 
the rest of an impressive 
equity market. 

The biggest turnover /- 7.2m 
sham - was in British Gas, 
which settled a farther 2ft 
higher at 2D4ftp, with dealers 

nil «Mtof gpurlaHii ft tail fn hm 

expecting imminent news 
regarding cost cutting moves. 


TRADING VOLUME IN MAJOR STOCKS 
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BP, due to reveal first-quar- 
ter numbers on Thursday - 
Hoare Govett, BP'S broker, waa 
going for net income of £385m, 
against & comparable £608m, 
with no change in the quar- 
terly dividend — was finally 
nnrimwgpil at 320p on * poor 
turnover of 2An. SheU man- 
aged a minor gain at 445p. 

Bnrznah moved up 7 to 577p 
in thin turnover, while LASMO 
were 9 better at 375p, although 
there were no hnmailiatg sto- 
ries pushing the shares higher. 

Investors’ enthusiasm for 
Brent Walker showed no sign 
of abating In front of today's 
annual results. The shares 
advanced 23 more to 3Q2p, a 
rise of 30 per cent from last 
month’s three-year low against 
tiie market. 

A renewed rejection by the 


board of Midsummer Leisure, 
which runs public houses and 
snooker clubs, of the bid from 
European Leisure, the night 
club and theme bars group, led 
to a brief flurry In the former’s 
shares. They eventually settled 
2 down on Use day at 118p, hav- 
ing touched I23p. Turnover 
was 687,000. 

European Leisure closed 
unchanged at 63 d, with a mere 
8JXX) shares traded. The clos- 
ing data for the bid is May 1L 

Blenheim Exhibitions 
climbed 10 to 815p ahead of 
interim figures, due on Friday. 

Irish-based RAH Hall, a 
company involved in the 
storage and distrl* 
button of grain and feed ingre- 
dients, resp onded to an offer 
from IAWs of shares pins cash 
by rising to 193p, before dosing 


10 up on the day at 183p. 

Mr Philip Lynch, managing 
director of IAWS. said: "We are 
committed to building a major 
Irish-based food and agribusi- 
ness group which can bring 
major benefits to the Irish 
economy and generate addi- 
tional earnings from strategic 
overseas i nv e s tme n ts." 

Sharply higher prof- 

its took Jackson Group up 10 
to lisp, while Cakebread 
Robey “A" improved 2 to 75p 
awaiting tomorrow’s prelimi- 
nary statement 

On the other hand, McCar- 
thy & Stone. 42p, remained ner- 
vous in front of Friday’s 
interim figures. 

■ Other Market statistics, 
including the FT-Actuarles 
share index. Page 30 


APPOINTMENTS 


New chief 
for Id 
company 



appointed Mr Ifigel fflnimonda 
as a director. He continues to 
manage its direct de aling 
service INVRSTORUNK. 

■ Mr Stephen Hynes has 
Joined TRAFALGAR HOUSE 
ENVIRONMENTAL SERVICES 
as business development 
director. He was sales and 
mar keting manager with Cory 
Waste Management 

■ Mr James Krtr has been 

re-appointed as a part-time 

member of the MONOPOLIES 
AND MERGERS COMMISSION 
for a farther two years until 
April 20, 1992. He was joint 
se cr etary bfUnilever from 1976 
until Me retir e m ent in 1384. 

E Mr Donald J. MacDonald, 


Mr Ralph N. Hodge (pictured), 
group director and deputy 
chief executive, 1CI 
CHEMICALS A POLYMERS, 
will succeed Mr RJ. IindseH 
as chief executive from August 
L Mr Tifnda eil retires on July 
3L The company .is the largest 
oWiplp gro up i n g in KJL ft has 
an annnal turnover of £4J8m, 
with 3D manufacturing sites In. 
nine countries, and 35,000 
employees, worldwide. It was. 
.formed in 1987 by the 
amalgamation of the Mood, 
petroc he micals and plastics, 
fibres, and agricultural 
divisions. 

■ WALKER, CRIPS, WEDDLE," 
BECK, stockbrokers, has 


formerly deputy treasurer 
ftmrfh management) , Briton. 

has been appointed corporate 
treasurer of RODIME, ami to 
the board of Rodhne Inc. 

E Mr Timothy Frott has been 
appointed Deputy Treasury • 
SOHdfor. He win retain his 


to the Cabinet Office European 

Secretariat 

was director and genual 
manager of Brush Eusegear, - 
a Hawker Hddeley company. 

■ aft- John Harris, ffirseto r 
and wmp any secret ary of THE 
SOUTH STAFFORDSHIRE . . 
WATER CO, has been 

ay ppliWM wianaptng director ■ 
to succeed Mr Jim Carte: on 


hi* retirement at the end erf 
the year. 

■ Mr T JL Baker has been 

appointed anon-executive 

director of APPLEYARD 
GROUP. He was corpora te 
b ankin g director, Lloyds Bank. 

m TOOTAL GROUP has 
appointed Mr Trevm: Janes 
as dhkrf executive of its 
h o m ew are s divisi on. He was 
: (fiorector <* 
CtovEtkal 

■ Mr Pater Muir has bem 
anointed chief executive and 
managing director of 
AVEBURY PROJECTS, MQton 
Keynes. He was a di r e c tor of 
the LteweDya Group. 

■ Mr Michael I. Halsey has 
■ been appointed secretary of 
BROWN, SHIPLEY A CO. He 
was assistant secretary and 
takes over at the bank from 
Mr Robert C. Careful! who 
continues as secretary of 
Brown Shipley Holdings, and 
group finance director. 

HERTZ INTERNATIONAL has 
appointed Mr Antoine Can 
(pictured) as p resident , with 
responsibility 
lot Herts 
Europe, MkHBe 
East and 
Africa. He will 
be based at 
Cr anfo rd, 

Middlesex, lnl ^ 
prior to this 
promotion was 
responsible 
European 
operations. 


■ Mr Michael Marks, chief 
executive of Smith New Court, 
Mr Cnral itoaitlmiiii. 
dtaffttia n, and Mr Atariwl 

Rothschild, chief executive, 
both erf Rothschild Asset 
Management, have been • 
elected to the board of 
ROTHSCHILDS 
CONTTNUATTON, the UK 



for Hertz 
rent-a-car 


CKotfou 

Barclays top 
posts In Japan 

BARCLAYS BANK has 
appointed Mr Alan Brown as 
co untr y m a n ag e r and director, 
Japan, in succession to Mr 
Mfehaef TaraaBn. Barclays de 
Zoete Wedd has appointed Mr 
Ben Grigsby as managing 
director of its operations in 
Japan in sucesslon to Mr 
Michael Comma. 

Mr Brown is a corporate 
director in the corporate 
division of the bank in London. 
In chaqgfe of 11 industry teams. 
Ur Tomalin Is returning to 
London to run the new 
financial institution unit Mr 
Grigsby was ooridef executive 
officer of Barclays de Zoete 
Wedd Securities toe. New 
York. Ur Connors returns to 
London in September as BZW8 
head of research, 

Barclays de Zoete Wedd 
Securities has appointed Mr 
Jonathan Hudson as head of 
continental European equities. 
He previously headed the 
Lonaon-based European 
equities operation. 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


FOREIGN EXCHANGES 

Dollar calm ahead of auctions 


CURRENCY TRADING was 
quiet and calm yesterday, with 
the dollar closing in London 
little changed from Monday's 
finish in New York. Weaker 
than expected US employment 
data last Friday continued to 

Weigh On the dollar , but thia 
was offset by rising optimism 
about the outcome of this 
week’s quarterly ref unding 
auctions by the US Treasury. 
West German current account 
figures for March had little 
impact and lack of other fresh 
economic factors prevented 
any sharp movements on the 
foreign exchanges. 

The US Treasury offered 
$10-5bn of three-year notes yes- 
terday, in the first of a three 
part auction, with attention 
centred an the level of Japa- 
nese demand. Dealers were 
uncertain about the impact of 
the auctions on the value of 
the dollar against the yen how- 
ever. 

At the London close the dol- 
lar had climbed to DM1.6580, 
from DML6555 in New York on 
Monday, but was lower than 
Friday’s London close of 
DM1.6715. It had also advanced 
to FFr5.5725 from FFr5.5657 
(FFr5.6100 in London on Fri- 
day), and to SFrl.4330 from 
SFrl.4315 (SFrl.4445 on Fri- 
day), hut fell to Y157.85 from 
Y158.085 (Y158.35 on Friday). 
According to the Bank of 

C IN NEW YORK 


England the dollar's index fell 
to 67 . 7 , from 68.0 on Friday. 

The March West German 
current account surplus wid- 
ened to DMlO.lbn from a 
revised DMBJLbn, but the end 
of an upward run in Frankfurt 
share prices, as equity values 
fell L8 per cent yesterday, had 
a sli g htl y unsettling impact In 
quiet trading the D-Mark 
showed small gains against 
European currencies in general 
and also improved in terms of 
the Japanese yen. Nevertheless 
file shadow of German mone- 
tary union continues to cast a 
cloud over the D-Mark, which 
remains towards the bottom of 
the European Monetary Sys- 
tem. 

At the London close the 
D-Mark was quoted at L73&65 
against the l fr«Han lira, after 
being at L73&60 in Milan. 
The lira remained the second 
strongest member of the EMS, 
but showed little reaction to 
sharp lasses by the Communist 


Party in Italian local elections. 

Sterling improved slightly 
against the dollar, but weak- 
ened from last Friday's dose 
against most major currencies. 
The pound advanced to 81.6695, 
from $1.6675 in New York on 
Monday, and from 8L660Q in 
London on Friday. On the 
other hand sterling fell to 
DM2.7675, from DM2.7750 on 
Friday; to FFr9.3000 from 
FFr9.3125; to SFX2.8925 from 
SFri3975; but rose to Y263.50 
from Y262.75. On Bank of 
England figures the pound’s 
index was unchanged at 87.6. 

The market is waiting for 
publication of the UK retail 
price index on Friday, amid 
suggestions that year-on-year 
Inflation could touch 10 per 
cent Mr John Major, the UK 
Chancellor, said yesterday that 
Government measures to bring 
down inflation were working, 
and that he was fairly confi- 
dent about containment of the 
problem. 
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FT LONDON INTERBANK FIXING 
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THE MOOD of euphoria on 
London's financial markets 
tended to fade yesterday. Short 
sterling futures rose sharply 
on Friday, following better 
than feared results for the Con- 
servative Party in last week’s 
local elections, but prices 
retreated yesterday and cash 
rates on the money market had 
a slightly firmer tone. 

September short sterling 
opened lower at 85.04, and 
closed at 84.99 compared with 
85JJ9 on Friday. Three-month 
interbank was quoted at 


UK ckirio fl bank bus taring rata 
15 per can! 
tram October 5 


15VS-15A per cent on the cash 
market against lSK-lS'/a, and 
12-month money was 
per cent compared with 
15%-15 '/i on Friday. 

Day-to-day credit remained 
in very short supply in 
London. The Bank of England 
Initially forecast a shortage of 
iljmm, but revised this to 
£l,100m at noon, and to 
£ 1,150m in the afternoon. Total 
help of £980m was provided. 
An early round of assistance 

was offered and at that time 

the authorities bought £208m 

bills including £178m honk 
bills outright, in band 2 at 14% 
per cent Another £30m hills 

were purchased for resale to 

the market in equal amounts 


on May 21 and 22, at a rate of 
14fi per cent. 

Before lunch a further £131m 
Mils were bought outright, by 
way of £l5m bank bills in band 
1 at 14% per cent and £116m 
bank bills in band 2 at 14% per 
cent In the afternoon the Bank 
of England purchased £386m 
bills outright, via £7m 
Treasury bills in band 1 at 14% 
per cent; £57m bank bills in 
band 1 at 14% per cent; and 
C339m hnnlc bills hi band 2 at 
14% per cent Late assistance 
of around £255m was also 
provided. 

Bills maturing In official 
hands, repayment of late 
assistance and a take-up of 
Treasury bills drained £l,417m, 
with the unwinding of 
repurchase agreements on Mils 
absorbing £766 m, and bank 
balances below target fillOra. 
These outweighed Exchequer 
transactions adding £810m to 
liquidity, and a fell in the note 
circulation of £475m. 

In Frankfurt credit 
conditions were tight, with call 
money remaining at 7.90 per 
cent. Banks reserve holdings at 
the Bundesbank have been low 
at the start of this month, awd 
the central bank acted to 
relieve a short term liquidity 
problem by offering 14-day 
funds at this week's securities 
repurchase agreement tender. 
The two tranche tender is also 

for 34-day money, and will be 

required to replace a facility of 

DM2l£bn expiring today. 
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The Financial Times proposes to publish this 
survey on: 

18tb June 1990 

For a full editorial synopsis and advertisement 
details, please.contact 

David Reed 
on 071-873 3461 

or write to him at 

Number One 
Southwark Bridge 
London 
SE19HL 
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SERVICES 

The Financial Times 
proposes to publish this 
survey on; 

June 21st, 1990 

For a fUH editorial 

aad advcrlisememt 
pteasc contacC 

Nevfib Woodcock 
on 071-873 3365 

or write to him at: 

Number One 
Southwark Bridge 
London 

SE 1 9 HL 
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AKZON.V. 

Arnhem (The Netherlands) 
Warrants 1986 

Due to the decision to distri- 
bute to holders of ordiuaxy 
shares AKZO N.V. an optional 
dividend of DiL 3,25 in cash or 
2.857% in shares being 1735 
common share from the Shares 
Premium Reserve or if requir- 
ed from other reserves (with 
simultaneous addition to any 
reserve of a corresponding 
amount out of that portion of 
the profit over 1989), the war- 
rant exercise price will be 
reduced from D-fL 119,- to 

DJL 117,50- 
as from April 27, 1990. 

The Trustee: 
NEDERLANDSCHE 
TRUST-MAATSCHAPPU 
B.V. 

Amsterdam, April 27, 1990. 
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Indep-wAw fjnmpawiei Pirrhangr Lhnhiedl Granville Davfcs Limited 

77 ManseD Screes, London El SAP 77 Manadl Street, London El 8AF 

Telephone 01-488 1212 fH Tdephone 01-488 I2IZ 

Member oTTSA IS1 Member of The ISE&TSA 



9-11 GRQSVENOR GARDENS, LONDON SW1W ODD; 
Tel: 071-828 7233 AFBD member 


FTSE 100 WALL STREET 

May- 2194/2204 +12 May. Z712/Z724 +U 
Jun. 2204/2214 +12 I Jun. 2720/2732 +11 

5pm Prices. Change from previous 9pm dose 
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DOLLAR 
Where Next? 

Call lor our current views 


CAL Futures Ltd 
Windsor House 
50 Victoria Street 
London 
SW1H0NW 
TO: 071-799 2233 
Hoc 071-799 1321 



CROSSWORD 


No.7,233 Set by DANTE 



ACROSS 

I Twice jump over a piece an 
board (5) 

4 Describing Hamlet and fab 
difficulty (6) 

8 Break a fruit dish (7) 

8 Set a bed by a lake (7) 

II Check one's speed (IQ) 

12 Imposed duty (4) 

13 A charge on collection (5) 

14 Hardback produced by a 
printer (8) 

16 One who makes predictions 
about a distant traveller (8) 

18 Look back into the 
Ages far capital savers (5) 

20 it sparkles when it is 
refl ec ted <4) 

21 Those who never do a day's 
work (5-5) 

28 Opposed to profit in a way 
C7) 

24 Conce n tr a t e d on the film? 
(7) 

25 Got lag broken? Wooden pin 
provided! (6) 

26 Tha n kless task to to Artistic 
work -of this kind? (Q) 

DOWN 

1 Push your way in and 
snatch up the key (5) 

2 Smirks that could be m ad e 
to Impress (7) 


3 Radiator provided by a hote- 
Uer (3-6) 

5 Saflor not quite finished but 
on top (5) 

6 1 earn it from a sort of sell- 

_ fee <7) 

7 Security device far kicks 0) 

10 It may be present in March 
or April (6® 

13 Slip on anything you can 

15 Blow that* a quite justified to 
a pirate captain (5,4) • 

17 Uting a tool around a defect 


19 Escape of gas (7) 
ffi Alan’s wrong to be nosy (5) 

to Puzzle No. 7,23 2 
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□ q ana □ 
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u D □ E3 

□□□□ana qddqgqd 
a n ra b □ 
□□□□ DBEHQDDnQE 

a a □ □ □ b d m 
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The Financial Times is now available on the day of pabticatioii at 
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NEW YORK STOCK EXCHANGE COMPOSITE PRICES 
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fifiWMM 18% Mb Mb 
J 17 457 19 M tt+% 

70 X ®b » 30%+ % 

11. M Mb Mb 24% 

2$ 27% a. + % 


3J 1889 


SbMdlM JO 3JB 5 5% 6% 5%-% 

27bMeOMa J1 IJ M 7480 01% 31% 31% - % 

48 MeOeOlM 6306 386 48% «r% 47%- % 


88% 48% HcQrH 2.U 
Ml 31% MeKfi* 1J0 
B» IM MeA pi UO 
48% X Head 1 
31% 17% Meant AA 
71% 129 

71 46% Uadtan a.70 

17 11% Maduaa 


61 ra 1537 83% 52% 83%+ % 
67 15 7U4 34 33% tt%+% 

17 3 MB MB M9 

U M 819 31% 30 
13 • 144 U% M 

1612 1)0 17% M 

1 J M an 88% 68' 

18 1048 ut7% M' 



M% 23%»B99M 1/40 80 8 1032- 28% 20 

Mb afibftMNnKUO 11 125% 28% 26% 

21 17% tlaaon pn JB BJ 7 17% 17% 17% + 

25% 34%IM0npM “ 

•3% 40% 4**Mla 1.43 


610 26% 941 Ml- 
U 14 468 48% 475 — - 



50% 33b MareSl 07 IB W 602 37 
90% fifibManft UO 14U«ra M 
« ZvtSBUareSL 2S8 29.ttBd1fi.tt8 (9-ttB-l-B* 

Ml U% MarFn a J2 2016 091 18% Wb 16% + % 

39% 28b Mardfi .04 UH4B 27% 37 27%+% 

36% 20% MerLyn 1 4J 12 1106 22% 21% E + % 

M 8b HaryG OOto .1 22 1562 22% 22% 22%+ % 

12. 4b HanU> JU 2U, S% s% 5% 

Wb 4%M«LPp TIM 20 1273 5% fib S%+ % 

1% 7-MUaaOI .Me 31 GK S-W b 

40 . Ml Ha*aR 146* 5034 3 42% 42 

S 3 Masab 17 3% 

7%ICemm a 40 7% 

S W%M*l>Fa.44b 

UbMaPripl 3 
18 0% H*H JOa 

5% 3% KkMtnr jB6 

21% 0 MdwAir 
23b MbMdArpHJG 
22% W% MWE U4 


37% »%$mpn JO 
21% tt% INHnR JO 
89% 87% MMM 202 
27% Z3 b MtanPL US 
3% 1% MM 
«% 4B%MoM 200 
45% UbMonCa 

19% izlMomb jo 


42 42 - % 

3% 3%-% 

. . 7% 7%— % 

AS A M 11% 11% 1i%- % 

Ml 7 H 20 20 

4J 2009 14 U% 14 + % 

U38 60 3% d 9% 3% 

Ml HI W% W% 

I M Ml Mb Ml+ % 

IW N tt? 18% % 


09 
Ml 

UW2I57 M 2t% K 

02 10 63 17% 17% 17%+ % 

U 143801 81 70% M +1 

70 0 230 25% 26% 26%+ % 
UO 2% 2% 2% 

4J 144182 004 _ 

503$ 42 ... ... ... 

»% 96b llo nran 158 17 11 1002 105% M5% M5%+ % 
M 10% MonPv *142 70 14 8K U% Mb 19% + % 
T7% MonSl 1.H HL 1« 17% 17% 17b- b 
t 131 


Mona 1.H 

M 4 MOW £29c . ... . 

38% X Maura 04 UD M 0 
ttb 32% Morgan 1J2 60 . 3204 x' 

10% 8% MergGr JGa U 
12 7% M orfegg JO 2J 

7S% UorgSl 1J0 


uu !•* z<a 7b 

50b 60 80% + % 

14 M% 14% 14% — % 

42 15% 15% 16% 


4% 4% 4% 

S7? 27% 27% 

B% 3*1 35 b 

GO 0% 9% 0V+ % 

U 81 7% 7% ; 

80 I,? 11% 11%+ % 


lUorKad 1JB 00 17 MG GO 


« •»¥ M% n% 


^Migniy.46i 


rMenee JB 


7 305 60% 49% «%- % 

3 337 Sb 8 g - % 
13 16 2902 39% 38% H%+ % 


EC 

DM. me Ttt kdMfi h low, iTknaCluaa 

13% 11% Movie IS 605611* Mb U% M%- % 
72% 48% Mokala .» LI W4K8 H% 71% 72 - % 
M% 9% Uui+H .70 61 aes 9% d 6b B%- C 

111 10 Munw .« 71 WB 10% 10% Mb- 2 

65, f% Unman 74 1% 1% 1% - I* 

i? 34%Uura? 1 14 25 399 42% 41% «%+ ? 

14% M MdSniim «■ * 12% t2b ttb- % 

15 4% MmrL Ms 4 M 256 14% 13% Mb + 1 

25% 8b kbtiB .10 .4 31 SB® 22% 22% 22%+ .% 


- N-N-N - 
M% 11 WB 02 
»% 27%NSO a 108 
2% % Kffl 

Mb 41% NCH M 

95 33% NCNB 1.40 

72% 82% NCR 1*0 


0010 40 11% 11% 11% 
■“ 30% 30 


42 aw a 

243 9-M 


. b 


1/4-13 BB 81% 01% 81%+ % 
30 82228 3fib 38% » - % 
2.1 13 2016 67% 88% 67%+ % 


M% U? HPSCO 104 M W 1084 17^ 17V^ 17%- % 


U M.M 06 
Mb W%NUI U* 
99% MiNACCO JB 
80% SS%NMoo 1.48 
421 28% Nashua 32 
27 O WAuHUBr 
41% 33% MOOT 1-88 
g 4 NtGier 06a 
91 35 HCor (tMJT 

24% 3% MEda 
1% % MEM 

27% 18% NXF<Ga 1JC 
4% IU M H VM 
Mb ttb MB 
ttb 42% M (d S 
40% 20% MladE. 32 


30 7 347 
00 O 12 17% 17% 17% - % 
10 9 IM 57% K% 37% + 1% 
20 17 933 051% 51% 5l%+l 

10 17 1191 41 40% 40%-% 

80 U 231 23% S%- % 

6J 81982 » 84% 34% - % 

70 MG 6% 4% 4% - % 

*■ 

X 015 % b 

00 13 245 23 22% Kb- % 

NO 1W ijr lb- % 

W 289 U% U% U%+ % 

11 B 43b 43% 43%+ b 

11 16 SM 34% 34% 34% - % 


43 35 NFraaMJOi 3-710 52 4 0% MV 48^+^!^ 


8% 5 MOand 

tt 83% Wfiaai pi 4 

1% fittMimM 
X% 23% MStrin 02 
9b 0 Nfitand 
38% 28%MVM 1JB* 
18% Mb N**P U3a 


tt. 


ft 


Kev wtA 


1% 9-16NOV rrfC 
61b 


. . 4Sbt*av pfG « 

23b U MmM 09 
25% Mb Narco. J4 IB 12 MS 22 

34% 8% NwtCq 

2S% M%Na«PwUB 
9% 3% NurrAra .72 

29% 23b HEngB 104 
25% ttb NGann o 
Eb WbNjRae itt 
M% 14% NPMU 106 
20% Eb NYSEG 104 
41 39% NY8 pi 3.75 

24 21 NTS pi 2-tt 

e% MbMaan* JO 


M% H* N t kl aJO 
97% SbNMMO JB 
64% 33%NMMg JO 
E% MbNawaOp.Ma 
84 481 NawCppOK 37 

14% MlMfddP 
40b 38b NWdpI 8J0 ID- 
44 M Ntadipf 4.10 KL 
23% 20%MoM pOJO Ml 
X 23b NtaM pi 
16% tab MagSh 1 ATS ML 
10% 7% MchApt 070 17 

544 3-64 NchAp rt 
U% lObNcaM 
47 32% MCOR Itt 

17b ttbNabMI .M 
M% WbNordRa 
41% 83% NIK80 144 
82% 20%Narak8 JBa 
9% 2% Nenak tt 
18% 11% NEtaO 10U 
21b llbNoMc-K 
7% 2% (le at Su ■ 

Ml ab Ittryui 


tK15 7% 

1620 83% 033 38% 

52 T7-32 b % 

3J U 378 Mb 26% 25b 

28 4% d 4% 4%- % 

6J 5 12 33% 33% 33% 

05 M SO Mb 19, 18 

388 2720 3% 3% 3%+ % 

» 1% 1% 1«T 

133 V % % 

13 27 47% 46% 47%+ % 

1034 Ml «% «£ MJ+ % 

12 MH 11% M% n + ? 
70 12 230 21% 21% 21b- b 
18 5« 4% 3% 4 + b 

71 11 W78 28% 28% 2B%+ % 
1772 15% 15 15% - % 

7JM IK 16% n% 17%+ % 

8L7M 178 13 U% «%- % 

05 ■ 899 31 28%34+b 

KL *300 37b 37b 37b + 1% 

04 1 Eb Eb Eb+ b 

1.7 K 8931128% 28b 28%+ % 
2016 01 30% 29% 30%+ ' 

.129 328 *0% 40% 40b- 

14 U 98 43% 42% 48% - 


+ 4* 

a 


J a 231 15b u% 15% - b 
Bb 61% 61% - % 

14 4545 U% M M%+ % 
KL *70 Mb Mb 86b- % 
KL 160 40 40 « + % 

Ml 90 21% »% 3l%- % 
MO 24% 24% 24%+ % 
ML IM 14% 14% 14% 

17 485 M 0% H 

829 a&32 KM KM 
888 18% U% M%+ % 
8J MUST 37% M% 37%+ 

1.1 S 730 14% 

18 4GB 14% 

3.7 11 


a a: 

38% 36% 

_ ii- . 

7J 13 88 Ub 16%. M% - % 
70 « K 12 11% 11%- % 

M 4% 4% 4% 


1 J 13 437 30% 30% 30b 

.?%- b 


18 IU 3 Z% 


3 11 


11 -% 


rn% Mtmtrn Ltfib 07101474Kb 20 , 20%+ % 


jHoGPwlZZ 
_ BlbNSPw p(7J4 
26% 18%N0iT*l 08 

7b 4} Mkgtt g 
Eb MbNorap 100 
20% M%NWPS Itt 
80% 45% Norm 2 
34% 17% Nrmt a 02 
9% fib Non g Jl 
87b 48%Hueor tt 
12% llbNaCM JO 
Ub 13%N»CPP n1J2 
U% 13%H«MAd nWB 7 A 
U% 13% (TWO * 

10% 0% NwCm Jld 
11% 0% MhNV JOB 
15% 14%MNVP BUS 
12% 11% NvMul JM 
M% 9% NovMu Jl» 

U% U% NinPP nl J6 
15% 14% HuvPI UB 
BZ 71% 


8J 11 M66 35 84b 38 

01 . *5009 86% 88% 8B%+ % 
M17M 24% 24% 34%+ % 
211 6b fijp Bb 
7J M70 17% 18% 17%+ % 

7J11 40 19% Mb M%+ % 

13 24x210899% Mb 8B% 

tt, s s it*" 

A2A 80 88% 83 8B% + . % 

BJ 38 12% 12 12%+ % 

M9 Mb 14% M%- % 
31614% 14% Mb 
484 M 13% 13% 

80 10% U 10%+ % 

48 10% 10 M%+ % 

ta m%_ 

4 


7.1 



SJ 
07 

70 
7.1 
7J wee 

7 A Ml 

?j aa 
&j 20 3374 


31 28% OedPat 050 

141 1Mb Octd m M 
27% MlOOGCO JO 
*4% EbOgdanUBb 
31 M% OgdPra 
24 Mb OMeEd Ut 
tt tt OhEd pfMO 
01. 88b OhEd P4BJ* 
38% 78%OfiPpffl7JO 
25b 38%04d» pK3207 
30% 38 GHaGE 2tt 


*%«%-’• 
14% 14% 14%+ % 

32% az% tti+ % 


3> W* 11b 11% 11%+ b 
— - M-M U-M 


JB J11 W8uS% 9% 9%+% 

.50 ' 03 28 85*9 • 27% 28% 23 

14 11. Z100 128% 128% 128%- 1 


- 0-0-0 - 


10% 8% 

88% XbOto 120 
0% 8% Omnera .M 

11% fil* OnUna . . ... 

Ub Ubonatdaattb .30 8 172 ttb ttb 12%+ b 
tr 11% QNEOK «.ra. U.W130 Kb 12% nb+.b. 

17% 11% OpahCk-UO . 11. IB -80 14% M% 14%. 

0% Bb OpMG JO ,K. . 17 :.3% . 3% . 6%. ■ 

Mb avoppMSl.11 11 ■— 500 tb 0 •%+ % 

10b SbOmoCo -- .- - -- 32 7b 7b 7%+ b 

3Z E% OranRk UO T J 9 47 29% » 29b + b 

40% 21 OragSO JO 20 141048*40% 30% 40b- % 

Mb MbOrtonC 04 46 8 223 U 18% M%- % 

25 ttiOrtanCpatt 11. tt U dMb U%- % 
30% 21% one pi UO BJ 261 21% 21% 21% 

27 MbOrtaaP 25 314 20% »% Mb - % 

40% Xb Oryx IX 2068 Oil 48% «% «%+ % 

46 21bOaMI JO SJ 12 08 2% Kb Eb - % 

27% XbOxGMp JO 13 18x809 21% 21 21% 

13b lObOmnU X UK — — “ 

88% KbOamC ( 

- P-Q - 


IA GM E 21% tl%- . 
8012 408 24% 23% %*%- % 
28 2E 23% 23% 23%- % 
Ml 92911 U% M% 19 

KL SMO 43% tt% 43%- % 

Ml *60 86 88 53 

00 JMO 77% 77% 77%-% 

.01 . tt X% S K 

7011 KU 34% 34% 34% 

84 *200 9% «% Bb- % 

42 0 287 » 52% 32%- % 

“3*5 ft ft ft r % 


0 KB u18% 13% *3 + % 
8MK E% 31% »%+ % 


»% XbPHH 
18% 7% PHM 


I.M 

.12 

38 PNC 112 
48% 37 PPG 1J8 
37% 32 PSGrp JO 
tab M PS JOa 
Iflb 14b PacAS 143 
53% ttbPMGmBtt 
E% MbPaoGE 1J2 
17% wiftoctei 
Bib 88 PucTuI UK 


4 ? a 1 5 

4S% 45 45%- % 


MbPaekeaUS 
16% PataWb JS 


3411 381 »% 33% 38% + % 
14 4 2E 8% 8% 

50 11 8327 “ — 

3J It ! . 

U« 381 037% ■ 37 37% + % 

40 7x3161 Mb M M%+ b 
10 K 14b Mb M%+ % 
01 14 tttt 42% 42% 42%+ % 
86 12 2900 22 21% 22 + % 

23 31 U M% ffi 

48 19 HU 48% 42% 43%+ % 
80122872 Eb E% E% + % 

01 U BB M% Mb W? 

02 7 Mb 14% M%+ b 

uan 2% 2% 2%+ V 

2 7-M 7-16 7-M- VE 
7435 6688 28% Kb »%- b 
UM 960 11% M% 11%+ % 
294 ■ 9 fi% 8% 

21 UO Bb 5 6%+ b 

UK 2840 47% 47% 47%+ b 
13M MO 13% 13% tt%+ % 

.1 1424 9% 0% 9%+ % 

3.1 M HW) X 9b X 

MB 5 4% 4%+ % 

56 KB 4% 4% 4%+ % 

XL MS 10% 10% 10% — % 

tt. 119 11 10% if + % 

116 1% 1% 1%+ % 

2.1 M 405 K E% Eb- b 

4010X10 63% 82% 63%+ % 
70 10 201 41% 41% «T%+ % 

9J ZMO 87 87 87 

9L6 ZUO B n K -1% 

4JM 171 78% 75% 7fi%+ % 

^ % 

J El 19? B 


i| . 

ft 

1% 1+ttPUAwl . 

»% »%PanEC 2 
Mb 9% Pmapk 00 
11b 3%PvPta 
8% 3% ParTch 
68% 41% PwCcrn JU 
15% 12% PatkS 02 
ttb 6% ParkDfl 
E% 34 PukHn 02 
6% 2% pattern 
7 1KM fib Patttt 
11 9% PaorPr 100a 

tt% M Pam>rii uiJ2 
4% 1% Paaan 

' EbPaqCn tt 
54% Pennuy 2J4 
35bP*PL 190 
a% K%PaPl pMtt 
Xb X PaPLpr 6 
88% 73bPannao4 3 
»b 20 %Pbqp&i 1J6 

17b 9% I b p oa y .tt _ 

« PapmeoUO UK 3366 tt 67%' 07% ~ 

— ^ 


4% Prnrian JOa 11. 11 

2% PfLP prl.15 40 312 

7 ParyDr 
M%Pa«e 


26% abP*m*2tta 
17% Ifib PWHa plur 
. 1 7-WPWn* JK 
75% 64bPkzar 240 
ra% ttbPtaaipD 3a 
Mb U PMWE) ix 
fit. 43 PTC pffMJB 

am* »bPhEpKM7s 

w% llbPhEpIRUI 
12% 11 PhE ptPIJS 


11 107 
033 SSI 

06 W E% 26% 27%+ % 

•80 3 17 17 17 + % 

21. 10 T-tt 7-M 7-M— KM 

42M43M 87% 66% 57% 


BJ 101366 X 
7 A 12 2181 M% M 


« + 1 % 
-- _ - M%+ % 

M. 210 44% 44% 44% - % 

10 ZMO 64 64 84 +1 

11- 27 12% 12% 12%+ % 

“ “ 11% «%- % 


1Z4» 11 PhE ptPUS 11. 20 12 11% 110 

i»!* JS' 21 1 -01 - 2 ® 1 >- 0* 1«% 11% 11% 

116% Itt, PhE |W1&a 14. *ax 112% 111% Ittb 


tt, «b PhE pTKSJO 
X% 6B % me PR7.75 
M, 12% PNBM> 1 
«% SlbPhdMrau? 

25% 12%RiHptn JO 
25% 16% PhHQt 103# 

X% 21 % PhnPal 1 
26 13% PWVH JB 

17% tt Ptdeeni 
K% KbPtadNQUB 
Mb 9% PiOr 1 .W 
»% 8b PkBflO 1JB# 

11% 8 PflgPr JK 
M% S PMtt 

«% 43bPtowB0Sr _ _ „ 

S&EES?* 1 ? 20 19 (884 47 

ii *1 iq^ niw JO 

«% abPlemP ,tOu 
Mb T2% Playboy 
»% 20%PtaDCa2J0 
«% S POBOPtf 
»% 36% Polaroid JO 

2*5 21% PopeTM .78 

2 % 


_ ^ 1W% 111% 112% +1 

KL *30 01 91 01 

T0 EO 74 74 74 +1 

74 10 M U% 13% 13%+ % 

01 181471043% 43% 43%+ % 
u 7S5 14% 13% (4% 

50 7 2063 17% 17% 17%- % 
069149620% 20% 26% + % 
10 11 MB 18% M% m4- % 

’ 24 5i U It 


01 M 11 27% 27% 27%+% 

14 M 79 11% 11% 11? 

M. SZ 1% 1% SV 

3 I 66 6% 6% fib + % 

1M1 13% tt% E%- \ 
* a 75% 76% 78b- % 


10 rare 


*iV' 


ab UbPerlGC 100 
25%PortJpGJO 
20% 10% Pdrlgl nJBa 

“J* HbPwaah 0Me 
Si PtWeftlJK 
»% ttb Foams U2 
»% 26 PracCH JB 
S. KbPranak Jl 
W, Pf** ■ tt : 
W% wbPrtdan 

W% 7% Prtrtk* 

87% 7% PrhaaU Jl 


M% W% M% 

15% 15% 15?- % 

0 17 50 31 Xb SI + % 

K 13 W% 13 + % ■ 

n. WB2u27% 28b 26%+ % 

« 7% 7h 7% 

1/421 MS 48% 42% 43 b- % 

377 M% M% M%- % 

00 8 52 9% 9% 23%+ % 

M 9 3% 3% S%+ % 

70 7Q1 
U fi 

i 96 . ... 

_ MO 12% 12 Qb 

25 ■ *rr «% 9% x%+% 

71 it an a a% 21’* % 

aw wr a% e% a + % 

42U G88 9% 670% »%- % 
1020 G 2S? 251 - 


348 341+ 41 
16% 18% + % 

sa:! 


« »% 25b 25%+ % 
137 18 U% M%+ £ 

a? ?% t% 7?-% 



ra 9% Prana i. 

»% 8 PrTAaa J4 
»% 4% Proaflt Ut 
•% 7 Pfuktt Jfi 
1% 8-MPnttC 

5? & •« 

% 

Ss Z13M : 

“* slwss ^liSs s sg- ^ 


s- 2 a 

M. xSE 7 6 


. a ft $k\- 
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cvt* 

tz Mnrtb • WBto CtooaPra* ttUoa* 

High l*« Stock DkWS t— Law fiwtonniii 
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cvgn 

— __ P*a«. 

ipm mtt nr. me to— imp Law fti—niw 


w«a 

low —oat nv.YULC io— gb lm 


c*w 


*lj» 

21V 

21 V 
Mth + % 
»% + .% 


s « iS J ss 
HI 


aft 1 2a. , E5lE£ ' « *ft 

22 OVvffMHpfF SO 21% 21% 

«_ WJzWNHpW 99 21% 21 

15% 10% hexHM 18 MB 10% 10% 

29% 2*% PSB3 208 70 T0 1471 26% 26% - 

fft £>EH22t2 £1 ««> «% 46% 44% + 1% 

so j* m a jag mrj» as *200 u 64 — + % 

8ft 784 PSBQ p (TM BA i43M K IB n 

ft 1% PubUt* « 5 1% 1% |% 

59% 41% PR Can .8— L7 7 11 48 « «+L 

22% 18% Puoatf* 1.78 90 W 828 19% W| 19% 

12V 9 ran n 1J2S tt. ■ 2I» 9% 9h g% 

12H W\ POjF n 188 Ml 188 11 tt* «j%- % 

6 ev pwca ss o. sis b% e* ev- V 

»V 9 PHVUn.,78 &7 138 9% B B 

ah TV HQIT SS “ — - 

12% 10% MOM n M 
16% 8% PMM 7Sa 

99% 6% PMBT J7 

9% . ev iw S3 13. was 7% T ?4 

B% 9% PPrrt- S3 14. 3931 e% 9% *%- 1. 

16% 7% QMS 13 798 18% 18% 15%- % 

13-1.8 S-32QAAMI 9 Tfi 1« 7-5 

68% 45% OurtoO ISO £8 19 81$ 40% 48% 48%-% 

18 11% OuafcSC SO OS— 489 12% 11% 2 

1B% 22? ° u “ wx -40 28 8 143 15% 15% 1S%- % 

31, 22% Hum peat ojs % »% zo% 20%- % 
50% W* Quantum S4t IS 3 84522% 22% 

13% 11 CUM IS— 9.1 138 13% 13 13 

14% 10% QltVC 294 13% 13% 13 

59% 32% Quantar 1S2 6.G 13 B0 84% 34 34%- % 

18% 11% OHM* S— 22 » 8W 12% 12% «% + % 

— R— H— R — 

11% 9% RAC MS— 12. 2BT 10% 18% W%+ % 

6% 1% RAC Mm 11. 8 108 4% 4% 4% 

12% 6% RU Co SO M 8 » 11% 11% 11% - % 

13 H% RUlTI aJBa S \mt 11% d10% T0%- % 

18% 9% ROC MS- 38 at® 10% W% 10% 

8% S% RPC M 7 7% 7% 7% 

ft ft W3 22* Ml 7 W4 5% ft ** + % 

85% 49* Racal Sto 8 381177 57 56% 57 +1 

5% 2% Rodfca a 4 2% 2% 2% 

»l* 77% Rotate 185 £2 15 300 85% 84% «%- % 

9% 8% ROngrO 20* IS— 139 8% 9 S 


32% ffVSoinSs' ISO 
46% 34% 9NET1 «1JB 

A 1 SSET* 

30% a SwAbl. .U 


178 




31% avswtra uo 
46% » Swrai iso 
a 10% spoil Sto 


Spring* ISO 
*8-0120 


14 

ra%+ % 


48 '92 swam 1ST 
a Sftavi* 44 
11% 9% saMSatM 
MV if 



7% 4%l_ 

«% 34*Sma¥» »L20 

as trhatmc js 

16% >%i 

in; 


SWTO n 


39% 26% —yen SZ 
10% 14 Ato ®F £4 
29% 18% RByeor 3SD 
2% 1% vP— fc 

U BO Rwtfcn 2A0 
»% 21 Rdrilan.1— 
6 15- 18 5— 8 n 

17 14% tl&r 142 

13% 6 — on— 

20 12% RMx* SO 

% 5-32Rogal 


64% 03% 64%+ % 
s% ft 5% 


1-1184 718 — % 29% 2S%- % 
IS 7 75 n 10 M 

Hl S ISO 23% 23% 23%+ % 
4 8 3% 2% 2%- % 

3.7 8 «B 8ft 6ft 64%+ % 

s iao 237 — — 

887 

1710 29 

IS 12 1880 18% 17% M%+ % 

- 487 1582 13-32 7-16+ >32 

12% RtfcUTg L7— M. 7 14 13 12% 12% 

4% RMQrp 32 11131 26 5% 5% 9%- % 

IS 805 23% 23% 23% 

85 S 4% 4% 4% — % 

19323 1420 48% 43% «% + 1% 
39 2% 2% 2% 

SS 9 172 21% 20% 21%+ % 

&4 82076 53% 32% 83?+ % 

B ^ 

87 20% 20% 20% 

2.7 14 580 33% 33% 33%+ % 
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AMERICA 


Prices jump at close after 
bond auction result 


Mexico advances while Ireland falls further 


MARKETS IN PERSPECTIVE 


1 «Mfc 4 Hnb 


Wall Street 


AFTER trading for most of the 
session in an extremely tight 
range, prices Jumped at the 
close after it emerged that yes- 
terday's three-year Treasury 
auction had gone well, writes 
Janet Bush m New York. 

The Dow Jones Industrial 
Average closed 11.93 points 
higher at 2,733.55 on low vol- 
ume of 145m shares. On Mon- 
day, the Dow had closed 21-26 
points higher at 2,721.62. 

Other indices also lifted in 
the closing minutes of the ses- 
sion. The broad-based Standard 
& Poor’s 500 index, which had 
been marginally lower for most 
or the day, closed 1.49 points 
higher at 342.02 and the Nas- 
daq Composite ended 0.61 point 
up at 431.84. 

Stock prices received a little 
support from moderate price 
gains In the Treasury bond 
market ahead of yesterday's 
$10.5bn sale of three-year notes 
and were further bolstered in 
late trading by news of a good 
auction. The Treasury's bench- 
mark long bond was quoted V* 
point higher for a yield of 8.81 
per cent in late trading. 

There had been some opti- 
mism going into the three-year 
auction which was justified by 
the results. The average yield 
was 8.74 per cent and the Trea- 
sury received total subscrip- 
tions of $37.33bn, including a 
record $2.45bn of nou-competi- 


tive bids, indicating strong 
retail interest 

Despite Friday's rally on 
weaker than expected April 
employment data which 
depressed yields below 9 per 
cent yields are still relatively 
attractive. 

The equity market is likely 
to continue to follow move- 
ments in the Treasury cash 
and futures markets as this 
week’s refunding proceeds 
with a SlObn sale of 10-year 
notes today and the SlObn auc- 
tion of 30-year bonds tomorrow 
The week is capped off with 
April producer prices figures 
on Friday which are expected 
to have dropped slightly by 
around 0.1 per cent 

Yesterday’s stagnation for 
most of the session was not 
surprising given this focus. 
The stock market rose in sym- 
pathy with bonds at the end of 
last week after April’s appar- 
ently weak employment cre- 
ation figures and rose on Mon- 
day despite the fact that 
Treasuries drifted lower. Yes- 
terday's narrow trading range 
appeared to represent some 
consolidation from the recent 
string of gains. Mr Newton Zui- 
der, technical strategist at 
Shearson Lehman Hutton, 
noted that, just over a week 
ago, the equity 73 market was 
in a short-term oversold condi- 
tion but that this technical sit- 
uation had been more than 
neutralised over the last sev- 
eral sessions. 


Some stock analysts were 
fairly impressed with the mar- 
ket’s ability to bold roughly 
unchanged yesterday morning 
given the fact that it had 
looked rather tired on Monday 
afternoon. The Dow had stood 
more than 20 points higher In 
midraftemoon on Monday but 
then buying flagged. 

Among featured issues yester- 
day was Texaco which added 
$% to $58% after the company 
said that it had replaced 105 
per cent of its oil and gas 
reserves last year and that 1989 
cash flow was some $3bn. 

Baxter International added 
$% to $22% after the company 
said that it expected an 
increase of 15 per cent to 18 per 
cent in its operating income up 
to and including the end of 
1993. The company also 
approved a buy-back of 13 -5m 
common shares and two pre- 
ferred stock issues. 
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By William Cochrane 

A fter four months of 
1990, tiie stock market 
world is a power place 
than It was at the end of 1989. 
There have been many more 
declines than rises in the per- 
formance of country markets, 
and the FT-Actoaries World 
Index last Friday was down 
1L94 per cent in local currency 
terms since December. 

At the core of tins afttharlc 
were &Z18 this year of more 
than a fifth in Japan, 4 per 
cent in Europe ana a fraction 
more than that in the US. They 
put into perspective the recov- 
eries recorded last week, when 
volume and interest were 
affected by May Day in Europe 
and Golden Week in Japan. 

However, away from the 
core, there is an appealing con- 
sistency about Mexico, which 
came just behind West Ger- 
many as last week’s top per- 
former. 

M exico is an emerging mar- 
ket, but its TnflaHnn rate DOW 

looks nearer the European 
than the Latin American- 
model. A 3749 per cent rise in 
share prices this year trans- 


Australla 

Hong Kong _ 
jaoan 
Malaysia 
New Zealand 
Singapore 


-3.49 -043 

-049 — 10-28 
+ 3.94 -14.01 
-3.39 +1447 
+ 141 -7.71 
-082 +11.97 


- 10.66 
+ 343 
-2242 
-9.12 
-10.85 
+244 


-17.14 
+ 1.11 
-32.01 
-1247 
-1642 
+ 143 


-14.69 

+4.10 

-3000 

-047 

-1448 

+440 


Canada .. 

USA 

Mexico _ 


-6.76 -442 

-049 +9.10 

+ 11.03 +169.88 


— 1249 
-4.40 
+3749 


-15.71 

-7.14 

+27.12 


-1343 

-4.40 

+3086 


South Africa 


+2.68 -0.42 +26.66 +543 1 -1246 -8.67 


WORLD M3EX 


+2.19 +044 -07* -114*1 -174*1 -1 449 


Canada 


SHARE prices couldn’t keep up 
the pace set in yesterday's 
rally and closed with a modest 
gain in light trade. 

The Toronto 300 Composite 
Index, up more thaw 50 paints 
yesterday, gained 16.46 points 
to close at 343747. 

A total of 19,243,000 shares 
valued at C$191.1m changed 
hands, down from 21,515,000 
shares worth C$254.4m yester- 
day. Advances towed declines 
303 to 287. 


lates into one of 30.86 per cent 
in dollar terms; the exchange 
rate is slipping at the reto of 
maybe one peso a day and the 
cu rrency has devalued by 4 per 
centagainst the dollar so for 
this year.- ’ 

: Ms Gfihan Graham of Latin 
American Securities in London 
notes';' that Mexico’s real 
growt h was 3 per cent last 
year, against UL per cent m 
1968; 3J2 per cent is expected 
for 1990, she says, and Presi- 
dent Carlos Salinas said last 
week that the authorities 
would try to keep the figure 
down to about 3 per cent to 
keep the economy in control. 

West Germany came back 
into its own last week as the 
spectres of industrial unrest 
and escalating interest rates 
-were put to 'flight. It saw agree- 
ment between employers and 
the IG Metall metalworkers’ 
union as a test for wage. and ■ 
hours negotiations; and poftti- 
cal and fiscal authorities joined 
farces to say that fears about 
monetary union between the 
two Germany? had been exag- 
gerated.. 

On the downside, figures for 
Ireland suggest a picture of 
gently accelerating and con- 


ASIA PACIFIC 


Nikkei makes slight gain in choppy trading 


Tokyo 


EUROPE 


Profit-taking and Bayer 
results halt German rally 


WEST GERMANY'S 1.8 per 
cent fall yesterday was a nor- 
mal and necessary correction 
after its recent surprise rally, 
according to analysts. Turn- 
over in most bourses declined 
as markets focused on their 
own corporate and political 
news, writes Our Markets Staff. 
Paris was closed for a holiday. 

FRANKFURT fell back as 
investors took profits after the 
market's 6.7 per cent rise in 
the previous four sessions. The 
DAX index lost 35.67 to 
L89948, following a 3.60-point 
drop in the FAZ to 80543 at 
midsession. Turnover, how- 
ever, shrank from its recent 
active levels, suggesting that 


W.Germany 

SE daily volume (DMbn) 



selling pressure was not heavy; 
the market was expected to 
resume its advance very soon, 
although there could be some 
caution before Sunday's state 
elections in North Rhine- West- 
phalia. Yesterday, DM6.9bu 
worth of shares were traded, 
compared with DM8.7bn on 
Monday. 

Chemicals were mostly 
weaker after Bayer, which lost 
DM5.60 to DM300.80, 
announced a decline in first- 
quarter profits. However, deal- 
ers said that Bayer’s figures 
were at the top end of expecta- 
tions, and might have been bet- 


ter received in a rising market 
Henkel went against the trend, 
rising DM4 to DM64440 after 
announcing a profits rise In 
line with expectations. 

Hoesch eased DM10 to 
DM356. The steel and engineer- 
ing company reported good 
1989 results, with net profits up 
31 per cent and forecast a 
healthy 1990. Asko, the depart- 
ment chain was strong, adding 
DM36 to DM945. One observer 
said that the shares were con- 
sidered to be relatively cheap. 

MILAN ended mixed as the 
market digested the outcome of 
the local elections, which indi- 
cated that the coalition govern- 
ment would not undergo any 
significant changes. *"111680 
results should eliminate the 
uncertainty which has been 
hanging over the market,'* one 
analyst said. The Comit index 
rose 347 to 70340. 

Among featured stocks, 
Finarte, the holding company 
controlled by Mr Francesco 
Micheli, the f in ancier, rose 
L100 to L7.300 and soared to 
L7.800 in the after-market on 
the news that it had wrested 
control of Interbanca, which 
specialises in long-term lend- 
ing; from Banco Nazlonale d’A- 
gricoltura. Finarte has bought 
a stake from Banca d' America 
e d I t a lia , Deutsche Bank’s Ital- 
ian subsidiary. 

Montedison fell Ll7 to LI .957 
and slipped to Ll.940 after- 
hours. in spite of denying 
rumours that it would not pay 
a divid end f or 1989. 

AMSTERDAM saw strong 
demand for publishing stocks. 
Elsevier in particular, follow- 
ing some favourable articles 
about the company in West 
German newspapers. Elsevier 
rose FI 1.30 to FI 85.60 while 
VNU rose FI 140 to FI 9640. 

Brokers also reported rea- 
sonable turnover in Philips, 
which continued to slip follow- 
ing its poor results last week. 
The stock closed 30 cents off at 
FI 3240. 


Bols. the distiller which 
expects improved net profits, 
rose H 440 to FI 17A80i 

In general, trading was dull 
and the news that the central 
hank had l o wered short-term 
money market rates to 7J) per 
cent from 8fr per cent came too 
late to have an Impact Dealers 
expected the market to stay 
quiet before first-quarter 
rep o r t s from Unilever, due on 
Friday, and Royal Dutch, due 
next week. The CBS Tendency 
index rose 04 to 117.7. 

MADRID was encouraged by 
the recent good corporate 
news, rising in better volumes. 
The general index gained 242 
to 279.13 in turnover estimated 
as heavier than Monday's 
Ptall.4tat 

As land, the construction 
company which announced 
1989 results on Monday, had 
gained Pta40 to PtaS.740 by the 
end of the o pen outcry session. 

STOCKHOLM advanced in 
small volumes, encouraged by 
a drop in money market rates 
to 13 per cent from 14 per cent 
Forestry stocks staged the big- 
gest gains, with M 0 D 0 free B 
shares rising SKr20 to SKr310 
and Stora free Bs firming 
SKrll to SKiOOQ on speculation 
that it would soon sell off some 
of its subsidiaries. 

Ericsson free Bs fell SKz9 to 
SKr975, after their SKr27 rise 
on Monday. After hours, Erics- 
son said that its profit before 
taxes and appropriations had 
nearly doubled. The Afffirs- 
variden General index rose 4.4 
to 1J.7L7. 

ZURICH finished above its 
day's lows as foreign buying of 
chemical stocks lifted prices. 
The Crtdit Suisse index eased 
1.7 to 5954. Active trading saw 
Roche gain SFr40 to 5Fz3,610 
and Ciba-Geigy bearers also 
add SFrfO to SFtiUlO. 

Bank Leu registered shares 
mined SFrl58 to SFr2,400. Its 
board is due to decide tomor- 
row on CS Holding’s offer for a 
majority stake. 


SHARE PRICES ended with 
modest gains as strong buying 
interest was offset by profit- 
taking, writes Micftiyo Naka- 
moto m Tokyo. 

The Nikkei average fluctu- 
ated in choppy trading to close 
higher for the fifth session in a 
row 1431 higher at 30,970.58. 
During the day, the leading 
index breached the 31,000 mark 
for the first time si nce March 
29, to touch an intraday High 
at 31,03938 while the day’s low 
was 30,72932. 

Gains led losses by 622 to 338 
and a further 145 issues closed 
unchanged. 

Turnover improved to 750m 
shares, up from 600m an Mon- 
day. The Topix index of all 
listed stocks added 7.11 to 
2.303.60. In London, the ISE/ 
Nikkei 50 index rose 238 to 
1,761.77. 

Although equities suc- 
cumbed to widespread profii- 
ta king, sentiment continued to 
be goad. The market was also 
relieved that the possibility of 
higher global interest rates 
appeared to be receding. 

Analysts expected investors 
to move from theme to theme, 
or issue to issue, as they tested 
the strength of the market’s 
recovery. “The market has just 
been through a serious ill- 
ness," commented Mr Yoshio 
Miyauchi at Shearson Lehman 
Hutton Asia. 

The market was likely to 
regain ground in a staggered 
fashi nn since strong price rises 
would prompt investors to lock 
into profits. 

Issues with strong buying 
incentives remained in 
demand, especially for compa- 
nies involved in making 
high-grade batteries. This 
theme had been sparked off by 
the news that Isuzu had devel- 
oped a battery capable of stor- 
ing substantially more energy 
than conventional batteries 

(an. 

But then investors had 
turned their attention to Osaka 
Gas, which has also come up 
with its own high-performance 
battery, and gained YlO yester- 


day to Y790. Isuzu fell YlO to 
YL.14Q in the face of profit-tak- 
ing, and rwyini the haton to 
Sanyo and Matansh)^ which 
also make batteries. Sanyo, 
which was second in volume at 
29.7m shares, gained Y50 to 
Y920 and Matsushita, also 
actively traded, rose Y120 to 
Y2390. 

The stabilisation of the ven 
has shifted investor interest 
back to stocks which would 
benefit from strong domestic 
demand. Steels and heavy 
industries were actively 
bought, with NKK, the steel 
company, topping the act ives 
list with 31.9m shares. NKK 
gained Y13 to Y616 while Nip- 
pon Steel advanced Y6 to Y60& 

A front-page news report in 
a leading Japanese finanmai 
daily which forecast a record 
recurr ing profits for Mitsubishi 
Heavy Industries (MHI) of 
Y165im, up 18 per cent, in the 
fiscal year to March 1991, 
encouraged active interest in' 
MHI, winch rose Y12 to Y966. 

The OSE average In Osaka 
posted a strong gain of 331.69 
to 33,437.67 in mrreri trading. 


Domestically oriented Issues 
were actively pursued and 
.turnover rose to 73m shares 
from 643m on Monday. 


Roundup 


PROFIT-TAKING reduced or. 
wiped out early rises in many 
Asi a Pacifi c markets yesterday. 

AUSTRALIA lost early gains 
to dose little changed. The All 
Ordinaries eased 13 to 
1,4763 in volume of 58m shares 
worth A$131m, down from 
Monday’s 106m sm ^ A$135m. 

Barrack Mines, which has 
faiiwi sii yy , its share- 

holder decided to sell its state, ■ 
dropped 15 cents to 70 cents. 
The Stock Exchange said that 
it was monitoring Barrack’s 
fall. Metana, which has fallen 
since the failure of a share 
issue, lost 15 cents to 60 cents. 

Eldars TXT., which had been 
recovering from recent losses, 
dropped again, losing 4 cents to 
AJ131. ANZ Ranking slipped 2 
cents to A5536. Australian Rat- 
ings, the agency, said that ft 
was reviewing, and might 
downgrade, the bank’s credit 


rating because of its merger 
with National Mutual life. 

SEOUL’S composite index 
edged higher, but losses out- 
numbered gates by 546 to 144. 
The composite index ended 436 
up at 79634 in heavy volume of 
16m shares worth 2D8.7bn won. 
After the market closed, the 
Government announced an 
economic package, including 
the setting up of a new off 
shore fund, the Korea Asia 
Fund, further curbs on real 
estate speculation and a cut in 
the securities transaction tax. 

JAKARTA rose in active 
trading of several new issues. 
Duta Anggada, the real estate 
company, rose to 8350 rupiah 


from its issue price of 7,500 
rupiah, while BBL Dharmala, 
the leasing company listed on 
Monday, eased 500 rupiah to 
6300 rupiah. The index gained 
134 to 64238 in volume of 53m 
shares, up from Monday's 1.4m. 

TAIWAN recouped Monday’s 
loss after a % point cut in the 
prime rate by four leading 
commercial .banks. The 
weighted* index lysB to 

8348.49 in light trading. Phis- 


164 hotels in the UK and four continental countries 


Record results complete a 
prosperous decade 


SOUTH AFRICA 


JOHANNESBURG built on 
Monday's gains, prompted by 
positive feedback, from recent 
talks between the Government 
and the ANC and a steady gold 
price. The JSE overall index 
rose 01 to 3328 . De Beers rose 
R2.75 to B100.75. 


Our trading performance in 1989 (profit up 48%, 
and earnings per share and dividend both up 25%) 
provided a fitting finish to a decade 
of sustained growth 


\C 


stetent decline this year. How- 
ever, there have been worse 
economic stories than Ireland’s 
over the past 12 months! 

Early last year, says Mr Jim 
O'Leary, chief economist at 
Davy’s, the Dublin stockbro- 
kers, its retail sales 'were grow-, 
mg at 7 to 8 per cent a year in 
volume terms, construction 
and investment were expand- 
ing apace and there was also 
quite rapid growth in exports. 

Thus, he says, the central 
bank was predisposed to 
tighten monetary policy, took 
its interest rates op faster than 
the rest of Europe, and ended 
the year with a rise of 4 per- 
centage points against 2% in 
West Germany. 

That curtailed the economic 
recovery which started as 
recently as mtd-1988; but infla- 
tion is expected to fall from 
about 4 to 3 per cent this year, 
and the country is left with a 
robust currency, which has 
Shown significant appreciation 
against sterling. Ireland has 30 
per cent of its bond issues 
already in the hands of foreign 
investors - most of them West 
German - and is hoping that 
they will discover its equity 
market In the 1990s. 
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tics companies rose on the 
news that the Government was 
continuing negotiations with 


villagers, who had been pro- 
testing at plans for a fifth 


testing at plans for a fifth 
naphtha plant at the Kaohs- 
tivng- Refinery. 

NEW ZEALAND’S five-day 
advance came to an end in 
active trading. Early foreign 
buying was followed by profit- 
taking, leaving the Barclays 
Index down 11.44 at 1,70933. 
Turnover was 19m shares 
wrath NZ$2im, up from Mon- 
day's 9m and NZJ14m- HONG 
KONG also ran out of steam, 
with the Hang Seng index end- 
ing down 533 on profit-taking 
at 2353.58, after rising more 
than 15 points earlier. Turn- 
over was relatively busy at 
TTiqn-gahn op from HK$l.l2ba. 

SINGAPORE ended mixed, 
with the Straits Times Indus- 
trial indar up 135 at L51&43, 
after an earlier rise was 
trimmed by p rofit-taking. 
KOALA LUMPUR also finished 
below its day's high as inves- 
tors took profits. The compos- 
ite index closed 4.42 higher at 
554.73. 
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Europe (985) 142.49 + 03 

Nordic (118) 191.08 -0.2 

Pacific Basin (6 60) 140.86 +03 

Euro -Pacific (1645) 141.89 +0.2 

North America (657) 137.87 + 0.4 

Europe Ex. UK (679). 137.45 -0.3 

Pacific Ex. Japan (206).., 126.45 +03 

World Ex. US (1838) 142-24 +0.3 

World Ex. UK (2069) 138.99 +0.3 
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HD The Third World debt 
M q 3 tempest is abating, 
— * but new perils lie 
ahead, from losses 

on loans made to 

real-estate companies and from 
highly-leveraged transactions, 
warns David Lasceiles. Successful 
navigation is likely to depend 
largely on the interest-rate climate. 

Still more 
rocks ahead 


IP THE banking industry were 
a ship - a galleon might be a 
better metaphor - it could 
claim to have safely navigated 
the reefs of Third World debt ■ 
over the last year or two. But 
there are stm some nasty rocks 
on the way to the Eldorado on 
thehorizon. 

Those rocks have forbidding 
namna on them, liTra hi g hl y 

leveraged transactions and 
real-estate loans. The galleon 
may be able to get upwind of 
them , so long as the storms of 
recession do not blow too hard. 
Fortunately, the ship has a 
new copper bottom to it, foj- 
lowing a thorough capital refit 
over the last couple of years. 
But the captain and crew will 
have to be on their toes. 

Actually, the picture of the 
banking MbB b aatwnp- jpto 
choppy waters is hardly a new 
one. Bankers always seem to 
be heading for trouble. But for 
once, the rocks astern look 
rather ugliar than thnai ahead. 

The hanMwg torii mrf r y may 

now be said to be past the 
worst of the Third World debt 
crisis, which was itself the 
gravest danger faring it since 
the last war. Indeed, following 
the tens of hUHimg of dollars 
worth of provisions which they 
have made over the last three 
years, many of the world's 


letting banks could now afford 
to write a& most of their Third 
World exposure. "The end of 
an era," was how Sir John 
Quinton, the phutmnwi of Bar- 
clays, the OK’s largest clearing 
bank, described the £lbn of 
provisions which his bank 
made in February. 

But the provisions have also 
had the less welcome effect 
from the banks’ point of view 
of increasing the pre s s ur e on 
them to remit part of their 
inaiw. Although many of them 
participated in last year’s for- 
mal debt reduction by Mexico, 
it was only with sane reluc- 
tance and much m ut te ri ng of 
"never again”. None the less, 
political weight is being 
brought to bear (for example, 
the UK government recently 
introduced tax benefits for 
famta which seB Third Would 
loans back at a discount); and 
few people doubt that, in the 
long run, cancellation will 
playa under part in soma guiae 
in easing the debt burden. 

But if Third World debt has 
how been consigned to the 
mors humdrum level of bank- 
ing priorities, the mim wan*** 
be said of the dangers ahead. 
The perils of losses on lemfiug 
to real-estate companies and 
highly leveraged transactions 
have begun to grow, partico- 
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lady in the US. 

The recent batch of first- 
quarter results from the US 
banks showed how bad things 
could become. Many banks 
reported sharp falls in profits, 
mainly because of the collapse 
of the narth-east property mar- 
ket. This in turn prompted a 
marked decline in US bank 
share and' bond prices, and 
caused Moody's to announce 
that it was considering 
whether to reduce the credit 
rating of Chlctsp, the largest 
US banking group. 

These concerns are echoed 


in Other n mrir ri a, mafaTy the 
UK and Japan, where banks 
have faitww on rimflnr expo- 
sures to property and lever- 
aged deals, though not on any- 
thing Uke die US scale. The 
recent warning by Sir Kit 
McMahon, the Midland Bank 
riwlmaii about falling profits 
was, however, a sobering 
mnrognt for the UK nig r ft n^. 

Whether these problems rise 
to engulf the banks in yet 
another crisis remains to be 
seen, and will be deter mi ned 
mainly by the future course of 
interest rates. Though they 


could never match Third World 
debt in magnitude, they are 
sapping confidence because 
their exact size cannot yet be 
measured. 

In one sense, the problems 
are being forced out into the 
open by banking regulators 
who are taking a much 
tougher line than beta*. In the 
US, officials are demanding 
bigger real estate provisions, 
and have expanded their defi- 
nition of highly leveraged deals 
with the result that the num- 
bers now look much bigger. 

By the same token, though. 
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supervisors are also parsuing 
their campaign for stronger 
balance sheets and capital 
ratios. Two years of the five- 
year phase-in period for -the 
Basle agreement on capital 
adequacy have now passed, 
and it looks as if most banka 
will meet the new levels by 
early 1993. 

If there is a worry about the 
effect of the agreement, it is 
that; by raising banks' capital 
costs, it wioknw it harttar for 
them to earn a profit. This, in 
turn, forces them to take 
greater Hahn and involve them- 


selves in Bhakier deals. Taken 
to Us extreme, the Basle agree- 
ment could thus become 
self-defeating, though supervi- 
sors naturally expect banks to 
raise their profits through bet- 
ter management rather than 
going for the longer odds. 

And tWa is haDDenina. too. 
Banks are deeply preoccupied 
with cutting costs. Many have 
also rediscovered the virtues of 
their traditional domestic 
retail markets, where the pri- 
vate Individual and the small 
businessman provide a stable 
and profitable supply of busi- 
ness. Banks Hka Chase Man. 
batten, Manufacturers Han- 
over, Lfoyds and Barclays have 
also built up operational ser- 
vices like transaction-netting 
and global custody which, 
while unglamorouB, can reap 
higher-quality earnings than 
eye-catching financial engi- 
neering. 

Another important house- 
keeping chore Is being con- 
ducted by the Group of Thirty, 
a club of top commercial and 
central bankers. They have 
launched a campaign to 
strengthen the infrastructure 
of banking, in particular the 
settlement systems through 
which banks pass bfilinna of 
dollars worth of payments a 
day. mm the Basle agreement, 
this too should help reduce the 
iska of hawking, and is a fur- 
ther reflection of the attention 
that is now being paid to the 
structural fabric of the whole 
Industry. 

In Europe, the finishing 
touches are now being put to 
arrangements for the single 
market in banking, which 
takes' effect at the end of 1992. 
The preparations have proved 
surprisingly political, particu- 
larly because of the possibility 
- now dispelled - that 
non-EC fawlw Wight ffwi thrir 
access limited by reciprocity 
provisions. 

Under the proposed "pass- 
port” system, EC registered 
banks win be able to offer a 
wide range of flwwnriai ser- 
vices throughout the Commu- 
nity without having to obtain 
local authorisation. But, stri- 
king though the -possibilities 
might seem, the effect is only 
slowly appearing an the face of 
European hanking. 

Contrary to earlier predic- 
tions, there has not been a 
wave of large cross-border 
mergers. Indeed, one of the few 
so far proposed, between Amro 


of the Netherlands and G6n£r- 
ale Bank of Belgium, collapsed 
last year. The only successful 
dgfl i of any size has been the 
£SS0m acquisition of the Mor- 
gan GrenfeH merchant bank by 
Deutsche Bank, though this 
was of specialist rather than 
general interest. 

At a secondary level, the 
effect is already quite marked. 
A growing network of alliances 
is emerging among the sn w»er 
banks, as they seek partners to 
expand their geographic reach 
and jointly market products. 
And within particular coun- 
tries there has been a conspic- 
uous process of concentration 
through bank mergers, in the 
Netherlands, Italy arid Den- 
mark in particular. 

Europe has acquired an 
extra dimension with the dem- 
ocratic reforms in the east. 
But, thnn gh hnr>w are taking 
an intense interest In develop- 
ments over there - particu- 
larly the Germans who are 
opening up ehaiwq of branches 
- it is not yet dear whether 
they amount to bard business 
opportunities. 

Bankers are understandably 
reluctant to open the credit 
taps too wide while these econ- 
omies face highly uncertain 
times. Yet the prospects for 
trade and project finanna must 
be enormous, as must the 
opp o rt un ities for selling bank- 
ing technology and know-how 
to countries where commercial 
and retail banking practice Is 
virtually unknown. 

The comparatively liberal 
EC regime is encouraging? 
banka to diversify into securi- 
ties, insurance and other ser- 
vices - a trend which may be 
accelerated if deregulation 
takes hold in the US and Japan 
as well. Though thia is blur- 
ring the traditional definition 
of a bank, there Is also a 
strongly-held contrary view in 
banking nir efey *hat u as banlfa 
get bigger and more unwieldy, 
the successful Institution may 
torn out to be the one that 
does a few things well rather 

thaw man y immaaricab ly 

These are the sorts of strate- 
gic issues that confront bank- 
ers as they embark on the 
1990s - a period that all of 
them expect will bring big 
changes. But first they have to 
navigate the tricky passage 
immediately ahead. The new 
mnlii thus be a tone of 
promise, but it may start with 
Bnmg casualties. 
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The Art of Dutch Banking 
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In banking, as in art, 
a clear concept 
can make all the 
difference. 

The Dutch artist Mondriaan spent more than 
20 years refining a style of painting he called 
neo-plastirism. Similarly, Rabobank carefully 
defined and refined its own style of banking. 

As the Dutch economy and industry grew, so 
did Rabobank, becoming the largest domestic 
bank. Today, with total assets of US$ 90 billion, 
Rabobank is one of the top 50 banks in the 
world, with offices in major financial centres 
and portsaround the globe, active in financing 
agribusiness, commodities and in every aspect 
of international banking. And we still have our 
own deai; long-term view of -client relationship, 
based on commitment, dedication and trust 
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the international 

Monetary Fund’s policy-mak- 
ing: Interim committee meet- 
ing, In Washington this 
month, took place against the 
background of both rising 
optimism about the world 
economy and rising fears. 

The optimism u partly a 
result of the dismantling of 
the socialist bloc. The recon- 
struction of Eastern Europe is 
creating opportunities for 
investment, trade and growth. 
The decline In tension between 
the US and Soviet Union also 
promises to allow a redaction 
in defence expenditure and an 
increase In bilateral trade. At 
the yawe time, western Europe 
is on the verge of a single mar- 
hat, and wee™ 1 eager to move 
op to unify its currencies and 
economies. 

Bnt fears of a credit crunch 
have also emerged as the 
world economy enters the 
1990s. Rising inflation, 
increasing demand for capital, 
and the delayed effect of a bor- 
rowing binge in the 1980s are 
fairing their toll os financial 
mar kets, and some economists 


fear that the effect may be to 
reduce growth below Its poten- 
HnL 

Central have tight- 

ened policy to cope with last 
year's rise in inflation, with 
only partial success. The IMF 
expects inflation to fall for the 
seven major economies as a 
whole this year. But the infla- 
tion rate hi Britain Is hovering 
at just over 8 per cent, nearly 
doable the average posted 
between 1983 and the first half 
of 1988. In the US, co re Infla- 
tion reached an «*™i rate of 
7 JS per emit in the first quar- 
ter, after running at 4 to 4^5 
per emit for the previous six 
years. 

There is increasing d™ 1 **™ 
for funds to rebuild the econo- 
mies of eastern Europe. At the 
same time, tim broader Inter- 
national debt crisis remains 
unresolved. Of the three major 
Latin American debtors, only 
Mexico has benefited from the 
Brady Plan tor debt reduction. 
Argentina and Brazil, both 
experiencing the joys of demo- 
cratic government for the first 
time in years, labour under 


Andrew Marshall paints an economic backdrop of... 

Opportunity and anxiety 


large debt burdens that seem 

jnmlnhlfe 

The US, the world's major 

debtor, is not in a position to 

bail out either eastern Europe 
or Latin America. Its federal 
budget deficit Is falling. But 
the US faces stiff problems In 
mopping up the effect of finan- 
cial problems In its own back- 
yard, in particular the 

tm vtfi gfejmii- li «iim friyfu. 

The IMF, say press reports, 
forecasts that the US current- 
account deficit win widen this 
year to about * 124 . 6 bn, and to 
about *L 4 Unm la 1991, baring 
narrowed last year to about 
y HHE - 9frw- 

But the world's major capi- 
tal e xp orter s in the 1980s - 
West Germany and Japan - 
both face problems adjusting 
to the new realities of the 


19908. Germany is in the pro- 
cess tf incorporating East Ger- 
many, at Ike cost of higher 
federal spending, and possibly 
an increase hi Inflation as a 
result of Gorman Monetary 
Union. Bund yields have been 
rising, and the Bundesbank 
has wanted that the inflation- 
ary consequences of monetary 
union could require further 
official rate rises. 

The turnaround hi fortunes 
is more marked in Japan, 
where equities and bonds have 
plunged, and the yen fell to its 
lowest level tor around three 
years against the dollar. There 
is also concern that land 
prices may be dragged down 
by the decline in equities, 
resulting in bankruptcies as 
the asset price inflation bubble 
bursts. 


Four Increases In Japan’s 
Official Discount Bate since, 
last June have raised the over- 
all interest rate structure to 
new highs. According to the 
IMF. Japan will hive the 
strongest growth and lowest 
infla ti on of the Group of Seven 
countries in 1990, at 4.6 per 
cent and 1.7 per cent respec- 
tively. But the current account 
surplus for this year is fore- 
cast at 2 per cent of GNP, 
unchanged from last year, and 
wen down on last September's 
forecast of ZJB per cent for 
1990. The days when Japanese 
capital exports could be relied 
Upon may be pairing. 

So far, the outlook for 
growth, is relatively healthy 
for the Industrialised coun- 
tries, though expansion is 
expected to slow. Growth to 


the todnstrial nations 

Bright average 2A per cent tills 
year, against 3L4 per amt in 
1989, according to the IMF. 

The coats seem likely to he 
borne disproportionately by 
the US eM the UK. The IMF 
forecasts that the US economy 
will grow by only about 1,7 
pcs; cent to 1990, rather than 
the 3L4 pcx cent forecast by the 
Treasury, against 3 per emit 
hist year. Britain win have the 
lowest growth, Mgk eat infla- 
tion and the biggest current- 
account deficit as a percentage 
of economic size of the G-7 
leading industrial countries 
this year.says tha Fund. 

Wufiml -P niT^n i, int er. 

national economist at Kleto- 
wwrt Benson, says: “Economic 
growth - la almost certain to 
suffer, as many good projects 


go unfunded along with the 
bad ones." However, he 
argues, “the result of a global 
credit squeeze is not l ik ely to 
be a world recession, became 
governments can be expected 
to alter policies to ease the 
more negative effects if and 
when they appear." 

But the process of economic 
co-operatUm. bom in the 19808 
to handle instability to totor- 
f prinp al markets and co-onUr- 
mate policy, to fraying at the 
edges as tt comes under pres- 
sure from all sides. When the 
G-7 met to .Paris In M a rch , it 
was were unable to agree man 
thaw an anodyne statement of 
support loir the yen. 

David Hale, of Kemper 
Financial Services, says the 
buz zwor d fear the mew decade 
is “multilateral over-converg- 
ence”. In the 1980s, Eu rope 
and Japan pursued restrictive 
fiscal policies, and bank lend- 
* : to the developing countries 


the US into the wedd 
economy's de facto borrower 
;»nd spender of tost resort... 
Now the ^obal finm^al ^ri- 
ttbrfmn produced by the diver- 
gent but complementary 
savings behaviour of Japan, 
Germanic Europe and the 
Aw to Saxon world kcnmU- 
ing» to Its place is a dtoequfl- 
teiUMa produced by the desire 
of all the major ecanombw to 
sustain non-inflatio n ary 


Consequently, America’s 
large budget deficits “did not 
set the stage for an inflation- 
ary monetary policy: they 


The Impact of a growing 

credit crunch, and lade of mea- 
sures to mitigate It, would be 
yet more severe cm the highly 
indebted economies of the 
Ifcfcd World. Many are either 
embarking on, or half-way 
through, programmes of struc- 
tural adjustment . . . 
fiaiflUCT nations fear 
with the attention of the 
world turning to eastern 
Europe, and tonlted resources, 
they will be left to their own 
devices. Thin could lead to fur- 
ther financial disruption in 
the debtor countries, p os si b ly 
Intensifying the squeeze on 
credit 


THE PROSPECT of a single 
European market for banking 
after 1992 has became a very 
beguiling one for bankers — 
but one tor which they do not 
seem terribly sure how to 
react 

On one hand, the recent 
flurry of bank mergers in coun- 
tries the Netherlands *nd 
Scandinavia suggest that a big 
shake-out may be getting 
under way. On the other, there 
have been very few major 
cross-border moves which 
would support the view that 
1992 will alter the fece of Euro- 
pean hanking very quickly. 

“There Is no such thing as a 
pan-European bank, and you 
won’t see it for 20 to 30 years," 
says Mr John Tugwell, the 

Mom conspicuous was the 

failure of the proposed 
merger between Amro and 
the Gdndrale Bank of 
Belgium 

executive of international 
business at National Westmin- 
ster, the UK’s second largest 
clearer. "But if you look at 
individual customer segments, 
then there will be benefits 
from the single market" 

Over the last 12 months the 
EC has put into place much of 
the infrastructure for a single 
banking market The Second 
Banking Directive, which 
forms the cornerstone, to vir- 
tually complete, and other 
technical regulations are being 
finalised. A potential TOW with 
the EC’s trading partners over 


Towards 1992 — and the world's largest single market 

Early alliances fail to impress 


access to each others’ banking 
markets was averted when 
Brussels timed down the word- 
ing of a proposed reciprocity 
clause. 

So it to now up to bankers to 
make what they can of what 
will be the world’s largest sin- 
gle market, with 325m people. 
A survey by the Bank of 
Rn giflmi last year found that 
banka expected to see few 
major changes in the big cor- 
porate and wholesale banking 
markets, because these are 
almost totally international 
anyway. 

There would also be few 
quick changes at the opposite 
end - in retail banking — 
because of the strong national 
character of the personal bank- 
ing industry. But in between, 
there could be changes, for 
example to growing crosabaav 
der sales of financial services 
to wealthier, internationally 
mobile people, and the standar- 
disation of banking products 
for a wida* segment of the mid- 
dle corporate market. 

The prospect of 1992 has cer- 
tainly spurred an acceleration 
in cross-border alliances by 
basks. In the last 12 months: 

□ Credit Lyonnais bought a 
bank in Italy; 

□ Banco Htopano Americano, 
of Spain, bought 5 per emit of 


Mergers and acquisitions off financial Institutions 

.kiy 1B89 -February I960 



Commerzbank, and the two are 
now looking for further part- 
ners; 

□ NatWest bought out Van 
Lanschot, ifs part-owned Dutch 
merchant bank; 

□ Standard Chartered and 
Westdentsche Landesbank 
forme d a join t merchant bank- 
ing venture; 

□ Six European co-operative 
Hanirw launched reciprocal ser- 
vices through Unico, their 
trade group; and, most conspic- 
uous of all — 

□Deutsche Bank spent £9 59m 


acquiring Morgan Grenfell, the 

L ftndnw roarr-hant bank. 

But many analysts believe 
that most of the deals are, 
arguably, either too small or 
too specialised to count as 
major milestones an the Euro- 
pean scene. In a recent study 
KPMG Peat Marwick MfcXdzt- 
tock, the accountancy firm, 
noted tiie strong emergence of 
new groupings via erosaahare- 
faiMfng B and marketing agree- 
ments, but commented: "The 
takeover of larger institutions 
that many people thought 



Around the world.. 

With the passage of time, our services only get better. 
Our global network lets us serve you quickly, efficiently. 
Whatever your banking need, 
choose Mitsui Trust. 


MUbuI Thoat European Nahrort 

London Branch; 5 m Boor. G Bfoadgwn. London EC2M 2TB. UK lot 01-638-0341 
latex. 920280 MTRUSTG Ffrc 0W58M91O 

Nordic (Cooenhaowi} ReproaarrtMive Office: NY Oaofg«de is. ^ Fto», 

1 101 Copenhagen K, Danmarte TO:{33) ,35n3 TOac 19535 UTBGOP OK Fa*: (33) 132813 
Zurich ReptsaentaMvs Offtos: Ha m uMtt m w i«, CH itsz* Zurich, swftnrtend 
TO. 01-H1-75G6 Tow 815856 WCO ft*: 01-2SMTO 

FraikUlrt RspreMntaiWo Office: Nous NUnor StBBM 57. MOO FortAvt an Uaki 1 . 

The Federal HapuWe tf Gannany TO: 069-239*07 TOcc 4175821 UTRBO Fnc 009432353 

flaris ftapmaentatlve Office; ft n» <*• a net. 75002 hms. Tom 
TO M£«64&90 TOnc 213424 MTBfflO F Fwc MS-OBSSSi 

Mitsui Trim Internationa] Uri-3<d Ftoor. fawe nia m. 41 -fawwia. tandon EG3N40U.UX. 

TWO 1-702-1 477 TObc 9*5831 MT1NTLO fine 0M024657ftt3A 
Mitsui Tirol Bank (Europe) laws* 28?-e»5. iosobokmh BaUun 

TO: 0244M&S0 Wn. 84720 MRBK B 02-6*0-7^29 

Mitsui That Finance (Switzerland) Ud: Hortneraam M.CH80Z4 arteh. Bwttarknd 
TO 01-251-7568 Wet B15B58 MBGO Fax: 01-231-0703 

TRUST 

ns Mna nur A uwmb cowm 

Head Office: 1-1 NJhcrtaBrt-Munimachi 2-CtXXne, Chuo-Vu, Tbiqro, 1 03, Japun TO 03-270-B5H Telex: ,120387/428627 THUSTMIT fine 0&S4&0459/0892 
Overseas Network: New Vbtk. Chicago, Ltt Angeles. Grand Coyrnmi. Toronto Sfio Hgtukh Hong KBng. Singapore, Bo$ng. Sydney, MaRxume 



would happen is yet to come.” 

Moire conspicuous, to a way, 
was the failure last year of the 
proposed merger between 
Amro of the Netherlands and 
the Gdndrale Bank of Belgium 
after management of both 
frank* had got cold feet. Tins 
was widely seen as in di cat iv e 
of tiie huge problems that 
banks will have in linking up 
across borders. 

Equally significant was tits 
feet that It was not a Euro- 
pean. but an Australian bank, 
which won the bidding for the 
Yorkshire Bank last January. 
The £960m deal was the most 
important European retail 
banking sale of recent times, 
but it showed that EC hanks 
are still not prepared to lay ont 
big money to expand into 
awnther member state, even 
though bankers frequently 
complain about how few good 
banks there are available to 


tot if there has been an 
absence of aggressive cross- 
border buying, there has been 
no shortage of defensive con- 
solidation in and around the 
SC. After Amro had foiled to 
make it with Gdndrale Bank, it 
promptly teamed up with ABN, 
the Netherlands* other leading 
bank. This happened only a 
short while after two other 
Dutch banks, NMB and Fret- 
bank, had also got together. 

to Denmark, 9^ six largest 
banks coalesced into only two 
groups. “In Denmark, as wdl 
as to other countries, the bank- 
ing sector is facing a highly 
competitive environment," said 


Mr Laxs TOitawij deputy 
executive of Unfoanmark, one 
of the' two new banking 
groups. "The mergers will cre- 
ate an even more intense com- 
petitive climate." 

*Thare have also been 
iMiteri wmao liil a tiw iB in Spain 

and Italy, as well as to non-EC 
countries like Switzerland, 
Sweden and Norway, where 
b anka a re not imm une to the 
mounting pressures- 

The consolidation may also 
occur across industrial borders 
as well as geographic ones. The 
fxpaiwrfnw of the leading Ger- 
man hunks like Deutsche and 
Dresdner Into life insurance 
has paralleled similar moves 
by banks in France and by 
Lloyds fomk to the UK. Banks 
are also expanding into the 
securities Industry and fund 
management, taking advantage 
of tiie wide definition of bank- 
tog activity that was deliberate 
built into the EC directive. 

Nor has tiie allure of 1992 
been confined to EG banks. 
Banks from other regions, 
notably North America, Japan 
and Australia, have been 
actively ex panding their activ- 
ities to the Community. 
of this has occurred to London, 
which is consciously defending 
Its place as Europe’s leading 
finanriai centre, but also In 
FTance, Spain and Germany, 
the totter with half an eye on 
East Europe as weJL 

Mr Lazxy UhBck, executive 
director of the Washington- 
based Institute of International 
Bankers, even proposed 

Equally significant. It was 

not a European, hut an 
Australian bank, that won 
the bidding (Or the - 
Yorkshire Bank 

recently that the EC could 
unify ifs hanking marlwt with 
the US and other developed 
countries through a common 
regulatory system. 

But, as yet, the future struc- 
tures at the European ba nking 
market remain bard to discern. 
Bankers are clearly keeping 
sharp eyes cm their business 
and an each other. The fear 
that the stogie market will pro- 
duce powerful behemoths Is 
also forcing banks on the 
fringe to seat safety in num- 
bers. But among the trig play- 
ers, banking is firing up to its 
reputation as an industry 
where structural change only 
comes about slowly, and where 
the cautious approach pays off. 

David LasceUes 


Case study: Amro & ABN 

A pragmatic 
engagement 


THE PLANNED merger of tiie 
two biggest banks in The 
Netherlands, Amsterdam-Hot- 
bottom Bank (Amro) and Alge- 
rnons Bank Nederland (ABN), 
Is a marriage of convenience 
and one that would raise eye- 
brows to most Industrialised 
countries. 

The combined bank would 
wYiBmaiid needy 40 per cent of 
Dutch banks’ assets, control as 
much as twptitirds of trade on 
the Amsterdam bourse and 
dominate tending to trig Dutch 
fn ^ pnioB It would also rank 
number one tn consumer 
credit In their home market. 

Bnt In The Netherlands, 
wherethe banktog community 
remains a gentlemen’s chib, 
the proposed marriage is 
viewed as a pragmatic solution 
to narrowing options. As medi- 
um-sized hanks ana world 
scale, they face an increas- 
ingly competitive Europe after 
1992, more International 
financial markets and dizzying 
technological change. 

To meet these challenges, 
bor banks are easting them- 
selves as “global players.” 

“Whoever wants to belong 
to this group of global players 
must be possessed of a very 
strong capital base, perfect 
automation and an. arsenal of 
highly qualified staff,” said Mr 

Unhurt Bhmlhnff, fhalr lMB of 

ABN, when the engagement 
was announced in March. 

He and his co unter part at 
Amro, Mr Roelof Nelissen, 
described their pla ns _ a s an 
offensive strategy, carving out 
a global niche to capital mar- 
kets, trade finance, private 
banking and mergers and 
acquisitions. They believe size 
would make foreign acquisi- 
tions easier. But Mr Wlm Kok, 
the finance minister, described 
the envisaged merger as a 


justifiable, when he gave bis 
blessing. The central bank also 


«wHW Md by Amro, to 
link up with Generate Bank of 
Belgium, Called, while ABN 
has simply claimed that it 
would carry on alone. Mr Nel- 
issen and Mr HazeXhoff admit 
that they probably would have 
been denied permission to 


marry to the past, but silffer 
International competition Is 
rfwmgfag regulators’ minds. 

Amro, the largest bank to 
The Netherlands, and ABN, a 
close number two, would have 
a combined balance-sheet total 
of FI 858bn (918Gbn), 1,473 
branches (Including 375 
abroad) and 55,700 workers. A 
merged bank would rank sixth 
In Europe, and 18th world- 
wide, based an 1988 figures. 

Bota im products of numer- 
ous maegera over the past cen- 
tury but have different corpo- 
rate cultures. - Amro is 
aggressive and dynamic, ABN 
Cautious and tradition-bound. 

They must weave together 
these cultures, streamline 
fhefr operations, improve prof- 
itability and succeed in their 
chosen market niches, accord- 
ing to analysts, many of whom 
are sceptical, arguing that cost 
savings and i mpro v ed profit- 
aMUly win take time. 

Mr Matthew CzepHewicz, an 
anlayst fog Credit Suisse-First 
Boston, believes the merger 
would cost H US per share 
“upfront” and FI 5.95 
“deferred” in 1989 and more in 
1990. The amount of stream- 
Hiring will be decisive. Ana- 
lysts generally agree that at 
least IS .per cmt of tiie work- 
force needs to be. trimmed. 

Trade unions have won a 
conditional guarantee of no 
forced toy-ofb from the banks, 
which insist that employees 
accept different Jobs, status 
and hoars. 

To execute the merger Amro 
and ABN will jointly set up a 
holding company that will 
issue one new share for cue 
Amro and two ABN shares. 
They hope to complete the 
merger tn four years. 

ABN win get the upper hand 
to running the the new institn- 
tion, because Amr o cannot 
afford failure, accord- 

ing to some speculation inside 
'the banks. Mr Nelissen, aged 
58, and Mr HaaeDmff, 60 , are 
.nearing retirement, so a new 
chairman from outside might 
make be appo in ted a a sensible 
Dutch compromise. Same wits 
have suggested Bambo. 

Laura Raun 


Bernard Krief - East Europe 

is unique 


Unique partners Unique service 


In Moscow, the Afl-Uhkm Resea rch 
Institute for Systems Studies (VNHS) 
of the Soviet Academy of Sciences 
and the In t er n a tio n al Research Imti- 
tu« of Manggemeoc Sdeoees, the 


COMECON growth, 
in Paris, Bernard Krief Coosohams, a 


develop existing operations or start 
new ventures in the USSR and 
Eastern Europe; bdp for Soviet and 
other COMECON commercial enti- 
ties to penetrate Wcstem maricets, 
feasibffity studies, search for paimcr s, 
contract negotiation, including impie- 
cc ni attan and icoiaiciiEg results. 


Our lfiOmanhcr staff are lo cated m: 
■rename 9 Prospect 60 - Let Octya- 
hria, 117312 Moscow. TeL: 143-0515. 
Fax:135-7086. 

ftw: 115 rue dnBac, 75007 Paris, 
TeL; (1)45.443829. 

Fax: (1)42223136. 


m 



TeL: (703)875-8792. 
Fax:(7fl 3)52fl-751CL 
■nuiutuTour Louse, 149 avame 
Loose, 1050 Brussels. Tel: 534-1774. 
Fax:534-1845. 


BERNARD KRIEF CONSULTANTS 


m Paris. 
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Eastern Europe: economic change may be more elusive than political reform, says Deborah Hargreaves 

Cautious lenders will remember Latin America 


THE GAP-toothed Berlin Wall 
wEB soon be dismantled corn- 
removing the most 
symbol of the strug- 
gle for freedom in eastern 
Europe. 

Bat as pluralism Is re-eetab* 
fished on the grave of commu- 
nism, eastern European conn* 
tries may find their hardest 
task is yet. before them. The 
transformation of Comecon’s 
impoverished (Wmnmipa could 
torn out to be much more elu- 
sive, than political reform. 

Western bankers have pre- 
sided over the political eupho- 
ria of eastern Europe in char* 
acteristfcally phlegmatic style 
with more sang-froid thaw the 
politicians. They know they 
have an important role to play 
in steering the bulky mefBcign- 

A country’s record on 
debt-servicing can be 
decisive in the eyes . 
of bankers 

des of state planning towards 
some measure of flexibility 
along the road towards a mar- 
ket economy. 

But the commercial banks 
are reluctant to throw them* 
selves wholeheartedly into the 
unwieldy bureaucracy which 
remains c ommunis m’s most 
resilient legacy to the east 
European nations. They will 
not forget the Latin Anwfmm 
debt crisis, and are mindful of 
the deterior a t in g creditworthi- 
ness of most countries in East- 
ern Europe - both of which 
increase their caution over 
embarking on «wflwp round of 
loans to sovereign borrowers. 

The best co urse for eastern 
Europe’s efforts at reconstruc- 
tion would be to establish ties 
with commercial enterprises In 
the west, which can subse- 
quently borrow cm their own 
credit ftmda for building Joint 
ventures. However, even this 
route is fraught with uncer- 
tainty, since most lenders are 
ftermiwdfwg amp sort of guar- 
antee for projects from central 
banks in Eastern European 
countries. 

“There is a lot of interest in 
eastern Europe, but also a lot 
of caution about committing 
new funds - more caution 
than the governments would 
like,” says an official at Mor- 
gan Grenfell, the UK invest- 
ment bank. 

Some of the loan initiatives 
to the region may be coordi- 
nated by the umbrella organi- 
sations of the Europ ean Invest- 
ment Bank (i£iB) .and.fiie 
newly-formed Embpean Bank 
for - Reconstruction and DeveL 
opment (ERHD). The EIB will- 
concentrate on lending in tra- 
ditional ways to East European 
gnro mingntR, whh£ the ERHD 
is hkely to be involved In mare 
project finance initiatives. 

Bankers differentiate 
between eastern European 


countries, and favour those 
they regard as a better credit 
risk. In doing tins, countries 1 
records on debt servicing can 
be decisive. 

Czechoslovakia is regarded 
by many western banks as the 
best credit Hair, $faca it has 
been prudent about past bor- 
rowing and has a relatively 
low debt burden of around 
S6bn. In. addition, the country 
is perceived as having a fairly 
strong Industrial economy, 
altho ugh how rBSitfent this whl 

prove amid the changes in 
Comecon relationships remains 
to be seen. The country’s 
record means that it can tap 
the credit market at foiriy fine 
margins, unlike some of its 
indebted neighbours. 

Poland and Hungary face 
large repayments on their 
existing debt, which suggests 
their future borrowing could 
be constrained; but both are in 
line to receive World Bank 
loans and around Slbn from 
the EIB- 

In spite of the two countries’ 
indebtedness. Mr Jim Bhwas, 
marketi ng director at Ounesir 
hS^rWolff & DtmnMly/aUS 

law fh-m that. «nwifl1i»w In HIT . 

angtog deals in the eastern 
bloc, believes US firms see 
them as attractive because of 
their tradition of entrepreneu- 
rirnn. He points to the private 
flower export and fur industry 

Hint haa In P oland for 

the past 10 years. 

In the absence of reliable 
central bank guarantees for 
some projects In eastern 
Europe, several pioneering 
banks are turning towards 
non-recourse project finance. 
In addition, countries like 
Poland and Hungary are 
looking for investors rather 
Hi an banks, »iiWi win tabs an 
equity stake in a project 

The projects that have tradi- 
tionally attracted western 
investors are those which offer 
some form of expo rt earnings. 
But MflT BflP ffa-pnfoTI S8VS It is 
now looking at investment in 
utilities, which generate 
domestic earnings with some' 
sort of guarantee from the cen- 
tral -bank that these earnings 
can be exchanged for foreign 
currency. Although eastern 
European nations are moving 
towards convertible currencies, 
much uncertainty atm sur- 
rounds their ability to do so . 

The uncertainty of an econ- 
omy in flux is the major draw- 
back to Investment in the east- 
ern bloc. Nascent projects and 
joint ventures are difficult to 
assess in the absence of cam- 
prdmnslble accomria . and cor- 
porate law. Mr Bhwas points to 
the sheer weight of change, 
which can remove a whole 
negotiating tram virtually in 
mid-sentence. But, in the 
absence of any precedent, most 
aspects of a joint v en tur e can 
be negotiated to the demands 


of the western investor. 

A report by the US Institute 


LEVERAGED FINANCE 


A duller place 


THE ATTITUDES Of 
international banks to highly 
leveraged corporate transac- 
tions - those that involve the 
creation of sigmficant am mmtB 
of debt - have altered signifi- 
cantly over the last 12 months. 

The reasons are ultimately 
rooted in the rises in interest 
rates which have taken place 
worldwide, stifling demand for 
credit and business euphoria 
together. The demise of the 
junk bond market In the US - 
cuhninating in the ran apse of 
its leading proponent, Drexel 
Burnham Lambert - 
expressed the retreat from 
leverage, which has a 
In the shrinking of banks from 
leveraged lending. 

The weH-pu b hriaed faflnre of 
leveraged buy-outs in both the 
US and the UK reinforced a 
caution already in evidence. 
Bank regulators on both sides 
of the Atlantic «nH in Japan 
began to express concern about . 
the exposure of banks, with US 
regulators introducing a uni- 
form definition of higmy^ever- 
aged transactions so they could 
at least keep track of them. 

There are two main banking 
consequences of this. The first 
reflects the impact on thair bal- 
ance sheet of those co mplete d 
drain which have gone wrong 
- and there is evidence that, 
as time went on, leveraged 
transactions in the US and UK 
became riskier. The second . 
reflects tbe iwpm* on current 
of banks for which 

and landtag In such 

transactions made up an 
important part of net income. 

Significantly, the collapse of. 
the Japanese gtockmarket — 
aim a result of a sharp rise in 
interest rates - has Intensified 
these trends. Japanese banks 
were among the most aggros- ; 
sive of leveraged lenders until 
they began to pull back last 
year. Now, they are very cau- 
tions. Higher interest rates 
have put their profit margins 
under pressure, and the 25 par ' 
cent drop in gtockmarket 
prices since the start of the 
year has also raised question 
-marks about their capital. The 


banks’ significant 
holdings of shares count 
towards their capital, but their 
alrfftly to raise moire capital tor 
leaning shares has been signifi- 
cantly restricted by the market 
collapse. 

TMs is not to suggest that 
mergerandecquisttian activity 
will stop. But the numbers of 
such drain frus already fallen 
considerably, and Js likely to 
remain at significantly lower 
levels for same time to come. 

ftankH are still willing to 
fond acquisitions. The financ- 
ing underwritten for the 
buy-out of the European busi- 
nesses of the Del Monte canned 
foods group and the $750m of 
senior debt in the $L5tm acqui- 
sition of Fifth Avenue dis- 
play this clearly. However, the 
amramt of equity in both these 
transactions far exceeds that 
Which would have been neces- 
sary even a year ago. , 

. In many ways, the turning 
point for banks was the failur e 
last year by Citicorp to syndi- 
cate the senior debt for a 
buy-out of the airline, UAL. 
The djfflrartttew being faced by 
management thia year, to 
arrange financing for a much 
more conservatively structured 
deal to buy out the airline, 
TQusteate the aversion to lever- 
age gHU ftdt by um iiy hankflL 

• In some banks, concern 
about leverage has caused the 
n radtt darfrinwa to move up the 
hierarchy, leaving a cautious 
searior management to decide 
on whether to reject or accept 
a lending invitation. 

to this way, a few traditional 
banking .virtues reasset tfae ro - 
w»Tnpg Kppptpg financings safo 
and wimple Is now beneficial. 
The treM towards transactions 
banking — where dntag a deal 
is what counts rather than 
preserving important customer 
relationships - has probably 
gone into reverse. 

This has left the .market far- 
corporate lending a duller 
place - but probably also a 
one. 

Stephen rate 


of International Finance Q3F) 
on building market economies 
to central and Eastern Europe* 
notes that the availability of 
hank finance for the region ran 
be favourably influenced by 
permitting banks to select 
among a variety of lending 
options. Banks are lnnirfng for 
trade, leasing and project 
finance with significant cash- 
flow and foreign exchange 
earning potential. “However, 
the growth of opportunities for 
such lending is likely to be 
governed by the pace of eco- 
nomic reform,” the report says. 


An important development 
that would increase the scope 
for hank it«niiiig in the eastern 
bloc is the establishment of 
local banking operations by 
western hanks. This would 
greatly increase the banks’ 
ability to monitor project 
development gnd offer techni- 
cal support At the same time, 
the IIF report continues, a for- 
eign TwT 'k presence in the local 

capital market ran increase 

competition and efficiency. 

Of course, East Germany is a 
special case among the east 
European nations, given the 


approach of German unifica- 
ti on. B ut this became the first 
country in the region to attract 
a western banking operation 
when Deutsche Bank agreed to 
set up a Joint venture with the 
East German Deutsche Kredit* 
bank, the former state banking 
monopoly, in mid-April. The 
joint venture involves Deut- 
sche Bank acquiring some 100 
of the 170 branches of Kredit- 
bank, with several thousand 
employees, bat exact terms 
have yet to be worked out 
The situation In eastern 
Europe is currently in some 


disarray, as most of these 
countries experience their first 
democratic elections in 
decades. Economic reform is a 
central plank of most parties’ 
election platforms hot It could 
be some time before the west- 
ern banka overcome their cau- 
tion and agree to help them 
out. 

*BuBd$na Free Market Earn * 
razzes in Central and Eastern 
Europe Challenges and Beau- 
ties (Institute of International 
Finance, 20001 Pennsylvania 
Avenue, NW. Washington DC 
20006. Tel (202) 8574600. 


‘Expect parallels with Italy’ 


MORGAN GRENFELL Is 
building o n a 100 -year tradi- 
tion in its current approach to 
lending in Eastern Europe. In 
the past five years the UK mer- 
chant bank has lent over $3bn 


Profile: 

MORGAN GRENFELL 


to the region and it pioneered 
loans on a limited recourse 
basis to the USSR last year. 

The recent acquisition of 
MG by West Germany’s Deut- 
sche Bank 1 has au gmented the 
bank’s expertise in the region. 
Bat white the two institutions 
regularly exchange views and 
swap Information about East- 


ern Europ e th ey share few 

Mmninit cUcote« 

MG’s history of dealmaking 
and innovative financing has 
taken it into different areas 
from Deutsche’s lending activi- 
ties. In addition, the banks 
have different geographical 
focuses with Deutsche concen- 
trating on a close involvement 
with East Germany. 

One area of overlap has seen 

Moreau wtfag a tram of SO 
world debt traders from libra 
Bank to trade loans on the sec- 
ondary market It is expected 
that these traders will have 
access to the relevant part of 
D euts ch e Bank’s loan portfo- 
lio. 


As lending to Eastern 
Europe moves away from a 
de pend ence on central bank 
guarantees, Morgan was one of 
the first banks to tend an a 
limited, recourse basis with its 
SSSOm tending for the Assetco 
project to rec onstruct a pe tr o- 
chemicals plant in the Soviet 
Union last year. 

□ 

“It is very difficult to arrive 
at a common vocabulary on 
what finance and in vestment 
mean,** says Mr John Shake- 
shaft, senior assistant director 

for Eastern European business 
at Morgan GreufelL One of the 
most difficult issues to negoti- 
ate with an Eastern European 


fa the concept of an 
acceptable econ omic return on 
a project, he ra piatn^. 

Tn aiMWnn, it Is haw! finr flip 

partner to grasp the concept of 
the level of risk acceptable to 
an International investor. 
“You cant just send in the 
accountants to evaluate the 
assets of a project because you 
lack the legal environment to 
dispose of the assets if some- 
thing goes wrong." 

In developing; an approach 
to Eastern E ur ope, Mr Shake- 
shaft stresses the Importance 
of differentiating between 
countries and regions. These 
are assessed on their previo u s 
performance and record for 



servicing existing debt. 

Mr Shakeshaft believes that 
the industrial development of 
Eastern Europe will be similar 
to the rebuilding of Italy after 
the second world war. He 
expects the creation of large, 
complex companies with a 
layer of small, family-owned 
firms with little In between. 

Deborah Hargreaves 


■ Prague... Many western 
banks regard Czechoslovakia 
as me best credit risk, 
because R has been prudent 
about past borrowing and has 
a relatively low debt burden, 
at around $6bn. In addition, 
the country Is perceived as 
having a fairly strong 
Industrial economy. 


Japan’s leading corporate bank 
expects cross-border partnerships to help 
shape global business growth 


IBTS recent top ranking in both overall banking service and M&A advice (in a Japan 
Economic Journal poll of accounting and finance managers at 1,825 publicly traded Japanese 
firms) is based on some obvious strengths — including its assets of dose to $ 300 bUtion. 

But behind that financial power is something equally essential to success hi global markets. 

That something, according to Thdashi Natori, IBJ director and general manager of 
mr* London Branch, and Hiroshi Nakamura, IBJ director and genertd manager of the 
Investment Banking Depar tm e nt at the head office, is “product and relationship banking” 


In its home market, IBJ counts 
roughly 90 percent of Japan’s 200 

lwHtag ermipttnieg among its 

diems. Now; with offices in nine 
major European business centres 
as well, plus its operations in the 
United States and a number of 
Asian capitals, IBJ is forging new 
global relationships. 

“With European market unifi- 
cation coming, in 1992, and the 
possibility of East-Dfest economic 
cooperation in Europe;” says 
Thdashi Natori in an interview at 
IRTs London Hranch, “we are go- 
ing to strengthen our links to local 
banks and back those ties with our 
global strength, product innovation 
and skills.” 

IRTs London Branch, which 
oversees European operations, is 
active in aircraft tearing, treasury 
products, project financing and real 
estate investment, but there is also 
«tmng emphasis on M&A, The 
M&A team at London 

by Wafiam Hurley; 



been very active injdentifying good 
opport un i t ies in Europe for IBTs 
Japanese cheats as well as provid- 
ing a full advisory and evaluation 
service; 

“It has only been three years 
since M&A began to be recognised 
widely to Japan, but many 
Japanese companies now see it as 
a key part of their strategy;” says 
Hiroshi Nakamura in Tbkya 


Both sides should u win n 

The last two years have seen 
40-50 percent growth in M&A 
deris touching Japanese firms. 
Nakamura sees slower but stable 
M&A market growth in the 1990s 

as mom wv n p w ita, «naH 3mA 

large; move to position themselves 
in regional and global markets; . 

Inside IBJ, a regular series of 
two-day internal se m i nar s in Lot- ' 
don, the next of which will focus on 
M&A, as weft as regular visits by 
teams of head office experts keep 
the bank’s European and home 
office staff hi dose touch with, 
trends worldwide; 

Both Natori and Nakamura are 
keenly aware of one particular 
danger in the current worldwide 
M&A boom. 

“Some cross-border bids, 1 * 
Natori points out, “stiH can trigger 
powerful national emotions. ” • 

IBJ-style M&A, both executives 
sa& seeks “win-win” deals. 


“Wre not i n terested in "money 
games,* big and hos- 

tile takeovers," Nakamura declares. 
“Our goal is to he$p our cheats 
bmld solid strategic affiances." 

W» not enough just to find a 
promising takeover target for a 
cEent, he adds. IBJ managers study 
each M&A deal from many 
p e rsp e cti ves — not only to e s tab li s h 
what is best for the companies in- 
volved, but to gauge the probable 
impact on the local co mmunity or 
country where the new venture will 
beopoating. 

The key to a “win-win” deal, 
Nakamura, says, is to look for 
companies with complementary 
strengths and needs in production 
technology; marketing know-how 
and finanrang 

The work starts in the field, 
where IBJ teams identify compa- 
nies interested in a merger or acqui- 
sition. Most of the research cm a 
deal is done in Tblcyp, where IBJ 
has both extensive contacts in the 
Japanese market and one of the 
most respected industrial research 
divisions to the banking world. 

The philosophy behind the 
merger or acquisition, Nakamura 
says; is just as important as the 
ability to dose the deaL 

“Some people regard M&As as 
de facto 100-pocent takeovers,’’ he 
cxplata*. “We draft think that way. 
When we look at a potential deal, 
the first question we ask is: ‘What 
is best for both sides?’” 

' Quite often, the answer is a mi- 
nority equity position by one ride 


Keeping management 
in place 

A European company which 
wants to grow beyond its local mar- 
ket, for example; may not be able to 
do so without a capital infusion. 
Many Japanese companies, inex- 
perienced in European markets, 
actually prefer to take a minori- 
ty investment position first, 
Nakamura says, “as a way of get- 
ting to know the market.” 

That also achieves another IBJ 
goal— malting sure that competent 
managers are kept in place; and not 
swept aside after a merger or 
takeowc. 

A cheat, Nakamura says, is like 
a Kfekmg friend. “If you look at a 
business relationship that way, 
there is only one way to think or 
plan — very long term." 

Even though most of its M&A 
business thus far has involved 
Japanese c om panies, EBJ is seeking 
mare deals like one Natori points 
to^ a deal in which the bank is help- 
ing General Motors, Volkswagen 
and East Germany’s automotive 
industry forge a new relationship. 

“Our historical role since we 
were founded to 1902 has been to 
help Japanese companies grow;" 
sqys Nakamura, “but with a truly 
global economy developing, our 
area of interest must be wider.” 

Another deal which under- 
scored this philosophy was the 
joint venture which IBJ hefred 
structure between Virgin Mnric 
Group in Britain, and the Fuji 

Ranke* flnmn mni eirtVwff Group 

to Japan. This alhancr, which 
Virgin's recording talent 



with Fuji Sanke?8 marketing power 
to Japan Aria, stands to 
profit both companies. 

The multiple benefits of the 
bank’s cross-border deals include 
another advantage— access to the 
Japanese market itsdfi 

“One of our MSA goals is to 
help foreign c omp a nies expand 
their tawaa tmeitts ill Japan/ 


Nakamura. 

The high price of land in Japan, 
cross-share holdings among Japa- 
nese companies and a general re- 
sistance to takeovers of any ktad 
such HmI« dif ficult, he ad- 
mits, “but problems of tins type 
are not so uncommon either in 
European countries. The point is 
that despite the difficulties, there 
are investment opp or t un ities to 
Japan." 

Creating M&A 
opportunities in Japan 

The leading sectors in which 
those opportunities exist, 
Nakamura says, are medical mstm- 
ments, auto parts, machinery of all 
types and chemicals. 

The advice Nakamura offers 
foreign firms fa the same that he 
gives to Japanese seeking M&A 
deals abroad. 

“A minority equity position or a 
50-50 joint venture? he says, “stiH 
offers many merits, in c ludi n g in- 
stant access to the market through 
the Japanese partner’s know-how 
and its distribution system." 

Nakamura sees special M&A 
npf iri i tTiTHriew among famfly-OWned 
companies in both Europe and 
Japan which were formed after 
Wbrid War n and which now have 
no family successor. 

On a broader scab* there is 
enormous room for investment 
growth in the rest of Aria, still the 
fastest-growing economic area in 


IBJ 
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the worid. 

Choosing the right Japanese 
partner fa often a puzzle made even 
more complex by the many inter- 
twined relationships of the major 
business groupings in that 
economy Then there is the role of 
the Japanese government and its 
ministries, which often influence 
market conditions. 

Hera too, IBJ thinks it has a 
special role to play. 

Nakamura fists two key 
strengths which favor outside 
investor*. 

“First, we have always kept a 
good working relationship with the 
government. This keeps us very 
much aware of current trends and 
thinking there. 

“Second, we have a unique posi- 
tion in the business worid here; 
which allows us to offer very bal- 
anced information and analysis." 

Rjreign companies e n ter i ng the 
Japanese markrt often encounter 
one or another of tbe major busi- 
ness groups which are competing 
with one another. 

“Since we are unaffiliated, yet 
mfluentiaV'we have many business 
groups as our clients,” be con- 
tinues, “therefore we can provide 
foreign companies planning to es- 
tablish footholds in Japan with 
very balanced information related 
to M&A.” 


Products and 
rdationships 

Connections. Detailed informa- 
tion. Financing power. Those are 
the qualities which IBJ managers 
are using to expand their business 
worldwide. 

But the bottom line; as Natori 
and Nakamura both point out, is 
relationship-b anking and a global 
point of view. 

Adds Natori, “Our banking 
contacts, our information network 
and our highly «lnlTed product 
banking units around the world 
enable us to mobilise tremendous 
strength and skill in creating 
projects which may involve a single 
market, or major enterprises to 
several countries." 

IBTS ultimate goal to striving to 
hdp build a new Europe; says 
Natori, is globaL 

“A stronger Europe;" he con- 
dudes, “will provide valuable 
impetus to the entire worid 
economy." 
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Investment banking: the search is on for more fee-based work Retail banking is likely to become a glo bal business, with.. ^ 

Citicorp reflects the climate Stiffer competition on the cards 


AS COMMERCIAL banka posh 
further Into investment hank. 
fag territory, they are discover- 
ing that they have little immu- 
nity to the industry's present 
malaise. Tougher competition 
in the international securities 
markets is being accompanied 
by a dramatic fall-off in the 
level of fee-based corporate 
finance work. 

In the US, flnmnmmtol hanks 
are chipping away at the 
Glass-Steagall Act, which has 
kept than out of the securities 
business for over SO years. Last 
summer, four banka - 
JJJHorgan, Chase Manhattan, 
Bankers Trust an^ — 

began underwriting corporate 
debt, although the move Is still 
being contested by the Securi- 
ties Industry Association. 

All four are attempting to 
diversify away from commer- 
cial Tending into trading 
fee-related work. They have 
been operating merchant-bank- 
ing mils in London ” n|w 
1970s for just this purpose. Yet 
proof of the prevailing treach- 
erous climate was provided 
last month by Citicorp, when it 
revealed a 56 per cent drop in 
first-quarter net Income, due 
mainly to a squeeze on its cor- 
porate and investment banking 
business. 

In London, Citicorp has been 
plagued by the poor perfor- 
mance of its broking subsid- 
iary, Citicorp Scrimgeour Vick- 
ers. On the other hand, it 
gained handsomely last year 
from the boom in acquisition 
funding which went hand-in- 
hand with a wave of takeovers. 
Citicorp ranked top among 
arrangers of syndicated loans, 
according to Euromoney, 
ahead of Manufacturers Han- 
over and Bankers Trust. 

The popularity of the lever- 
aged buy-out provided commer- 
cial banks with handsome 
advisory fees as well as fund- 
ing opportunities. Bat the 
abrupt halt to that growth, fol- 
lowing the collapse of the 
$7.2bn UAL buy-out last 
November, has hurt the banks. 

Bankers Trust, which made 
a speciality of buy-out transac- 
tions, ranked fifth among 
advisers an international bids 
last year, according to Mergers 
and Acquisitions International. 
The bank was an adviser to 
Hoylake in its bid for BAT 
Industries, and was also 
involved in the IB-fated man- 
agement buy-out of Magnet 
Group. 

Earlier this year, the hank 


suffered a major blow when 
Allen Wheat, chairman of 
Bankers Trust International, 
defected to Credit Suisse First 
Boston, taking with him over a 
dozen staff Such d ri ec ti ona are, 
common in the Investment- 
banking community, and the 
commercial ba nk a are finding 
they are no exception. 

Even JJ* Morgan, probably 
the most inspected of the US 
merchant banka in London, 
ba<i in mould- 

ing its new investment-bank- 
ing culture. Two years ago it 
lost several key executives to 
rival institutions, although 
that does not seem to have 
Impaired its performance. 

In the Eurobond market, 
Morgan ranked seventh last 
year among bookrunners an all 
issues, according to Euromo- 
ney, and was well ahead of its 
nearest commercial banking 
rival. Bankers Trust Interna- 
tional. It fared especially well 
in asset-backed securities 
(bonds secured against credit 


a 12.5 per t stake In Gold- 
man Sachs four years ago; 
Industrial Rank of Japan opted 
to take majority control of the 
Schroder operation in New 
York, renaming it Schroder 
IBJ. 

“It would be wrong to think 
th at ail tiie Japanese banks are 
flying the same thing: each 
case is different," s ays Mr 
Peter pona . chief executive of 
Schroder IBJ. “IBJ got 
involved in investment bank- 
ing to serve its clients; that is 
basically the sole purpose.” 

In Europe, the Japanese 
hankff are especially client- 
driven. On the one hand, they 
know that Japanese companies 
are k een to acquire production 
units and distribution net- 
works in Europe if they are to 
remain competitive. On the 
other, Europeans may, over 
time, become buyers of assets 
in Japan as family-owned com- 
panies there encounter succes- 
sion problems and wish to seU. 

The Long-Term Credit Bank 


Nowhere Is fhe search for fee-based earnings 
outside the securities markets — especially 
In the field of acquisitions and divestitures 
— more concentrated than in Europe, where 
companies are restructuring to take advantage 
of a single market 


card receivables or car loans), 
ranking third babbitt S alomon 
Brothers and Nomura, and 
ahead of Credit Suisse First 
Boston. 

Yet, as every banker knows, 
league-table positions are no 
guide to profitability. The 
search for fee-based earnings 
outside the securities markets, 
especially in the field of acqui- 
sitions and divestitures, is 
being stepped up. Nowhere Is 
the search more concentrated 
than in Europe, where compa- 
nies are restructuring to take 
advantage of a single market. 

The Japanese banka, known 
nnHi recently for their lending 
powers rather than their corpo- 
rate finance expertise, are 
g radually raising their profile 
m the European M&A market 
The banks are following the 
trend of Japanese investment 
away from the US towards 
strategic acquisitions in 
Europe. 

fa the PS, the Japanese com- 
mercial banks have chosen to 
establish ties with domestic 
firms. Sumitomo Bank bought 


of Japan — hardly known out- 
side Japan for corporate 
finance work - Is among those 
stepping up their European 
M&A activities. Since acting 
for Sumitomo Rubber Indus- 
tries in its purchase of Dun- 
lop’s tyre-making units five 
years ago, the bank has 
advised on a mere handftd of 
deals. Now, according to gen- 
eral manager Yasunori Fuji, it 
intends to expand by recruit- 
ing European nationals. 

Commercial imnbi have one 
advantage over Investment 
houses in takeover situations: 
the ability to provide senior 
debt with tailored maturities. 
Fnrthsr, at a time when hives- 
tor appetite for mezzanine 
debt, roughly translated as 
junk bonds, is distinctly poor, 
the Japanese banka can tap 
t heir domestic sources for 
equity. 

But the Japanese securities 
houses represent formidable 
competition, especially winea a 
major source of their interna- 
tional revenue — the issue of 
equity-related debt — haB dried 


up In the wake of Tokyo’s 
stockmarket slide. They will 
almost certainly redouble their 
corporate finance efforts to 
compensate for this loss. 

"The Japanese commercial 
banks may have started ahead 

of us in M&A but they will faB 
behind, just as they have in 
the US and the UK,” says Ray 
Douse, managing director of 
Daiwu Europe (Corporate Ser- . 
vices). “Outside Japan, the 
banks have not ye* established 
a sufficient reputation in this 
area.” 

In tiie UK, tin commercial 
banks are producing very : 
mixed results from their 
investment banking subsid- 
iaries. Barclays de Zoete Wedd 

managed to boost profits for 64 
per cent last year to £S4m, 
despite a charge of C32m to 
cover exposure to the focal 
authority swaps market. Its 
global equities business was 
largely responsible for the 
increase. 

County NatWest, the securi- 
ties unit of National Westmin- 
ster, managed a £3ftn trading 
.profit In 1988, but an excep- 
tional Mww of Vfiftm pnahed tt 

into the red to the tune of 
£16m. The item ‘represented 
legal costs and compensation 
payments wiring from County 
NatWest's handling of the Bine 
Arrow rights issue in 1387. . 

Midland Group suffered an 
embarrassing setback when 
MjiTiMri Montagu, its treasury 

and in flt i tuti fl ll fi hanking divi- 
sion. misread the trend of UK 
interest rates last year and suf- 
fered a drop in income of over 
£U8m as a result Chi the other . 
hand. Midland's merchant 
hank. Samuel Montagu, lifted 
profits from £2&n to £75m. 

Commercial banks in general 
can draw some comfort than 
the foot that independent 
investment houses are finding 
the going in today's markets 
equally rough. Most, especially 
the Japanese, stress that they 
have a long-term commitment 
to investment banking which 
will not be weakened by 
short-term upheavals. 

But others, notably the US 
banks, may follow the 
at Chemical, which withdrew 
from the Eurobond market 
altogether last year. Mafatafa- 

fag a W M Wwil l tiwmt am n dlin pn 

proves more costly than it 
sounds. 

Nigel Adam 
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U WAIT’S GLOBAL MERCHANT 
BANKING ACTIVITIES. 




The responsibility of representing our c ust omers in 
the investment world - fa foremost 'in- KFTClCb • 
priorities, Kuwait is in an advanced position in 
global financial affaire and has provided for a 
conducive legal environment and modem 
communication' facilities. KFTCIC enjoys access to 
the financial centres flanking Kuwait East end West. 

At KFTCIC, asset allocation and investment 
decisions are taken within a framework of global 
thinking and value guides the Company's interests. 
Versatility ensures a co mpreh ensive service end 
affirms the Company's commitment to global 
merchant banking. KFTCIC markets encompass; 

• Asset Ma nagement 

• Capital markets and direct investments 

• Currency exchange and money markets 

• International finance and advisory services 
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RETAIL BANKING looks set to 
cross national frontiers In the 
1990s and become a truly 
global business for the first 
time in its hlstoEy. 

-Banks are stffl struggling to 
cope with the aftermath of the 
'de regulatio n at national. retail 
banking markets In the 1380s. . 
But, just as happened with 
manufacturing industry two or 
three decades ago, the 
long-term survival of large 
retail may increasingly 
on the ability to com- 
pete with foreign players. 

Not all the upheavals of the 
1970s and 1980s have yet set- 
tled down. In thn tJS, the 
“ thrifts " - savings- and loans 
associations — suffered losses 
of $i9bn in 1989, and will be 
lucky if they do not lose a com- 
parable amount this year. 
About syiOO institutions, out of 
3,000, are reckoned to have 
good p rospects of survival 

In the UK, baDding societies 
are battli ng for mar ket-shar e 
in a high-faterest rate environ- 
ment which is squeez i ng their 
loans business. Last year saw 
the societies recovering a dom- 
inant market share of 75 par 
cent from new centralised tend- 
ers, many of them offshoots of 
foreign hard™. But wfafie sev- 
eral societies pushed up profits 
for 40 per, most are cautious 
about prospects this year. 

T think we are going to see 
several defensive mergers of 
iarge biriktfag societies in fhe 
year ahead.” says the chid 
ex ec uti ve of one of the top five' 
societies. 

Another possibility may be 
the first takeover of a budding 
society by a foreign bank or 
insurance group.' Royal Trust 
of Canada, nufemt of the US, 
tnrf National Australia Hut, 
as well as a number of French 
and other European institu- 
tions, are often named as likely 
purchasers. The first takeover 
of a building aodety' could 
come this summer, and will 
probably be a test purchase of 
a relatively small society. 

National Australia Bank con- 
solidated Its presence in the 
UK market early In 1990 by 
buying Yorkshire Bank, previ- 
ously a jointly-owned subsid- 
iary of three clearing banks, 
for uiw- 

One of the perspectives that 
Is shaping the thoughts of 
retail bankers in Europe Is the 
arrival of the Single Market in 
1992. No one is quite sure bow 
fim it will be possible to create 
a true single market in retail 





Aabtor Artwood 

Btodc a possible ecquWHen h fre German market 

□^Prepends for separate < Mr Detlev Buchal, chief exec- 
Community . legislation on .. uti w of GZS, the Germa n pay- 
mortgage-lending aeon to have . meats system , which operates 
been -shelved, white a Euro- the JhntJcard/MajrterCaid and 
pean Code of Practice for debit Eurocheque franchises fa Gw- 
and- castemachihe Cards has . many, says he is well pleased 
been criticised by consumer with a massive programme of 
groups as anfidr: expansion, launched in Febru- 

But cross-frontier activity is '■ ary 1989, to give Eurocard a 
growing: - gyp o t fa e faeqbanh has maw -cardholder base in Ger- 
estabMsbed a mortgage tending many for the first time, 
subsidiary th the> UK, w hile - - German bank* have tradi- 
Abbey National, a former ttauaHy offered their custoni- 
buiMfag society which became era more or less identical prod- 
a bank with a stockmarket ffo- ■ uctsat standard prices, but a 
tation In Jtdy 198R, has bought price war for credit-card cu»- 
Flco France, « mortgage com- turners seems to be getting 
pany in. France, in additian to under way, with some hank s 
fig existing joint -vestures in undercutting the standard 
Spain and Italy. - Abbey ; market price of DM80 ($35) a 
National’s chief exec utiv e, Mr year for a third or more. 


West Germany hiss yet to And a way to 
overoome retaller preference for the 
Eurocheque system and launch a national 
debit-card scheme 


Brier Birch, says the next step 
could be im acquisition in the 
flmnn market ' 

Nykredtt, Denmark^ largest 
mortgage-tender, followed up 
its entry into the UK market In 
1988 by buying Business Mort- 
gage Corporation, a small 
bank, in 1989. But although 
new entrants from abroad con- 
tinue to set up in the UK mort- 
gage market, they are finding 
the going tough, with most 
currently offering mortgage 
interest rates over 16 per cent. 

Rapid changes are also 
under way hi the cradfrcotd 
market. In West Germany, 
though the stand-off between 
moot of tiie German banks and 
Visa International continues. 
Visa has finally found s way to 
offer its customers cash-ma- 
chine facilities through a deal 
with KKB, the German subsid- 
iary ot Citibank. 


Germany has yet to find a 
satisfactory way to overcome 
retailer preference for the 
Eurocheque system and launch 
a imHmmI debit-card scheme. 
In the US, Entree, the joint 
debit card laimched by Visa . 
and 'MasterCard, became 
engaged in antitrust litigation. 

It now teoks as if debit cards - 
and effpos (electronic funds 
t r a ns fer at point of sate) — win 
be notch slower to - emerge in 
the U]S than in Europe. 

Elsewhere, things are chang- 
ing f airly rap idly. Visa Intern a- 
tfonal’s demtxlard branding, 
Electron, fa now available in 
bath Spain and the UK. This fa 
partly a' response to the unex- 
pectedly vigorous growth of 
Switch, theeteetronlo-anly deb- 
it-card brand, branched hi 1968 
by - National Westminster, MM- : 
land, «md Royd. Bank of Scot- 
land. Switch's commercial via- 
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batty is still doubted by some 
Kan**, hut even Baxcfors and 
Lloyds - the mate advocates 
in the UK at Visa debit cards 
- have applied to Join Switch, 
as have most smaller banks 
and building societies. 

Switch is, in fact, well on fete 
way to becoming a national 
debit-card gdbemefOT the UKja 
cheaper off-line substitute for 
the w g hi y exp ensive on-line 
^National EBT-POS' acheme, 
which was launched by the 
banks in 1368 and was wound 


the banks at least £80m in 
investment Some sort of fink 
between Switch, end other 
European debit -schemes, 
inducting Eurocheque is now 


The bad news for the banks 
fa that their creditcard busi- 
ness in Europe and. North 
America is increasingly bring 
challenged by non-banking 
institutions, especially- retail- 
ers. Three years ago, Sears 
Roebuck launched Its own Dfa- 
covercard, which has moved 
steadily into profitaMHty and 
will probably move into Euro- 
pean markets before long. .. 

fa April 1390, the American 
credit-card industry was 
shaken when American Tafe- 
phone and Telegraph, the tele- 
communications group, 
launched the Universal card, 
which is both a credit card 
(within the MasterCard or Visa 
systems) end a telephone call- 
ing card. Unlike the bank 
cards, the Universal card has 
no annual fee. - 
Retailers in the UK are also 
pressing the Government for 
changes in the charging sys- 
tem hi the czedit^ard industry 
and Visa Intecnatkmal's rules 
for TTwmhBnc. Bartons, the tafl- 
oring group -which, owns it 
bank, has hinted that ft would , 
like to . become , a member of 
Visa,. but knows jt will not.be 
admitted, at least at present - 
Finally, US and European 
banfesfece the fong-tom pros- 
pect of Japanese competition 
in the credit-card market JGB, 
Japan's largest credit card 
emupany, says it will start lim- 
ited amounts of cardissuing in 
North America and Europe 
later tida year. Though its cus- 
tomers wifi be nudidy Ameri- 
can markete, ft lobks as if JGB 
rjans to establish itsrit along 
VisaandMasterCariLasateadr 
fag faternatUxial pteyer fa the 
market by the end of tiie 1990s. 

- - David Barohml 
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David Lascelles on the response to regulatory developments 

Lessons from the B&C crisis 


WHEN BBITISH and 
C omm onweatth, the UK flnan- 
cfal conglomerate, wasphmged 

into crfflM fast Mtflfll, ft Htr y oK 

ened to provoke a regulator's 

ni ghtmare . 

With no fewer than 40 regu- 
lated subsidiaries in half a 
dozen countries, including 
three authorised banks, several 
licensed dealers and brokers, 
and assorted frnnnr* compa- 
nies, its collapse would have 
sent tremors far and wide. 

wonder that the wanir 
of England, its princ^ super- 
visor, was quick to summon aH 
BAG’S various regulators to a 

crfala wnwBrig , and intirwifn the 

authorities in other «win t-Hnp 
where it operates. Fortunately. 
B&Cs troubles wane confined 
to Atlantic, Us computer leas- 
ing arm. But crisis con- 
tained several lessons for the 
finnnrial regulators. 

Far one thing: it showed the. 
risks that diversified financial 
conglomer a tes pose these days, 
and fite need to ensure that the 
bulkheads pw fa n*jp fl file capi- 
tal in flw-h anlwM^i y ran iinM 
in a storm. For another, it 

pointed up flw twiwfaww of 
cooperation between authori- 
ties m different countries. 

But one reason why B&C (fid ■ 
sot cause as much damage as 
it might Is- that regulators are 
now aware of these problems, 
and have developed the habit 
or cooperation, particularly in 
the hflwhg ind u str y . 

dearest evidence tit is . 
the Baste Committee. of bank- 
ing supervisors, under its 
Dutch chairman Mr Huib 
Mailer. After ianurfring its ini- 
tiative two years ago, to imple- 
ment common capital stan- 
dards for all world's 
loading banks, the ift mmltlm e 
is now working on standazds : 
for other factors, s oft * as mar- 
ket risk and liquidity, and 
establishing links with regula- 
tors of other industries such as 
securities.. 

The capital standards are 
being phased in over a five- 
year period extending to March 
1993, and have already had a 

myidiimnW A t w ip wrl on tumlr 

balance sheets. Banks have 
raised an estimate d £10bn in 
new capital, and are mostly 
now well an the way to meet- 
ing the new 8 per cent capital 
ratio minimum. At toe end of 
1989, the conspicuous laggards 
were the statoowned banks of 
Franca and Italy. 

The recent fall in the Tokyo 
stock exchange has also weak- 
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■ Brian Quinn chairs the 
committee of supervisors ad 
up by toe Deters Report 

ened the capital ratios of Japa- 
nese banks, because they have 
large industrial holdings whose 
value has frnm. But it is not 
yet clear whether this will pre- 
vent than meeting toe targets 
on 

Meanwhile, toe new capital 
standards will put pressure on 
banks to raise their profit per- 
formance. in a recent study, 
Mr Graham Bishop, an analyst 
atBakxmon Brothers, predicted 
that hanfca would have to sell 
off prime loan assets to realise 
profits: this in turn would give 
a.big boost to toe loan securir 
riamnn market. 

Cross-border harmonisation 



recommending ratification of 
toe Vienne Convention, which 
criminalises drug-money tenth 
dering, and soya ban king 
secrecy cannot Interfere with 
Irttumatinmii criminal Investi- 
gations. in raffing for "tough 
and rapid actions", toe task- 
force estimated that drug crim- 
inals try to launder fSSbn a 
year thmng h the world bank- 


■ Hulb Muller chairs the 
Beale Committee, which 
ce lled for capftel standards 

Report on fl ppu Ajfl y unification, 
to consider toe issues raised 
for toe banking syste m by toe 
prospect of closer monetary 
union. Chaired by Mr Brian 
Quinn, toe exec uti ve director 
of supervision at the Bank of 
England, it has begun address- 
ing such questions as whether 
banking supervision should he 
conducted by the central bank 
or by some separ at e authority. 

One of the pressing issues 
facing banking authorities is 
toe growing problem of drug- 
money laundering. Last year, 
toe Basle Committee produced 
a code of conduct which 
imposes a strong moral obUga- 


The capital standards are being phased In 
over a five-year period. extending to March 
1993, and have already had a considerable 
Impact on bank balance sheets 


of hanking rules Is most 
advanced in the European 
nimwmmtty, where the direc- 
tives wwMny a aftiflto TwnMnj 

market for 1998 are being cosn- 
plated. The basic directive cre- 
ates toe concept of toe "pass- 
port?*, which will enable any 
batik authorised; by one mem- 
ber state to operate in all the 
others without needing further 
authority. This is befog backed 
tip by several technical direc- 
tives covering solvency, large 
exposures and so on. 

. A committee of banking 
supervisors was also estab- 
lished by last year’r'Delors 


torn on banks to check out 
their customers more caraftiDy, 
and to keep an eye open for 
suspicions money movements. 
Same count ries , like toe UK, 
followed this up with warnings 
that banks which did not 
cooperate could risk losing 

Hmfr Hffwiww 

But this crackdown will be 
of limited value so long as 
banking secrecy can be used to 
shield the flrhnhwl . and chan- 
nels are not opened up for 
international cooperation. 

The recent report of too . 
Group of Seven task-force afans 
to overcome these obstacles by 


The major question for the 
near future is the extent to 
which regulatory reform will 
progres s In the US. Following 
the recent crises in the 
savings-and-loan industry and 
on Wall Street, the need for a 
fresh approach has become 
dear. But will it load to 
tougher or more tolerant regu- 
lation? 

The White House recently 
Indicated that it was reviewing 
the whole regulatory structure 
of the US banking system, 
including fundamental issues 
like the traditional separation 

Of fhtt hanking am! Hljm 

industry. 

Mr Alan Greenspan, the 
chairman of the Federal 
Reserve Is also In favonr of 
thoroughgoing reform. Even 
the securities industry has now 
dropped its opposition to 
reform of the Glass-Steagall 
Act which keeps banks out of 
its markets. The question, 
though, is whether Congress 
believes the $200bn bail-out of 
the S&L business is an aimro- 
priate context in which to 
grant banks even greater pow- 
ers. 

A gtmfbw review proce ss Is 
at work in Japan, the other 
major country where compar t- 
nmtallsation of fiwuBfai ser- 
vices survives. 

C onv ergence of banking and 
securities is certainly the order 
of the day in Europe, where 
the EC structure has been 
Amignaij specifically to accom- 
modate the "universal bank- 
ing" principle. This gives a 
powerful additional argument 
to US banks which are seeking 
rtwnp , though SO &T thft roily 
progres s they have made has 
been through administrative 
measures introduced by the 
Fed. 

Mr Gerry Corrigan, the presi- ; 
dent of the New York Fed, told 
US bankers in January: "I 
would go so for as to Bay that 
the structural flaws In toe US 
hanking and financial system 
have actually got more serious; 
if only because we tinker addle 
others progress." 


THE WO RLD'S banks and 
financial institutions have an 
insatiable appetite for com- 
puter power. Their for 
"mips” (millions of instruc- 
tions processed per arowid, a ■ 
measure of raw computing 
power) continues to increase at 
more titan 40 per on* a year. 

Only dramatic fails in the 
price of computer hardware 
produced by the microcom- 
puter revolution is keeping a 
cap on the amounts finarirfai 
services companies have to 
in vest i n computers. 

Even so, according to figures 
from the wi vfflpniwi t 1 consul- 
tancies Price Waterhouse and 
Peat Marwick, the finance 
indus try i s dose to 

1 per cent cf its turnover on its 
1 information technology (IT) 
budget, and the figure & grow- 
ing by between 14 per emt and 
25 per cent annually. 

Figures from the US, pro- 
vided by the Business Commu- 
nications Company, suggest 
that each year banks are cur- 
rently buying co mput er equip- 
ment worth a total of about 
32.7bn. By 1994, according to 
Market Intelligence Research 
Company, the worldwide spend 
an computers in iwnHng wffl 
be mere than SMbn. 

Computer technology has 
become, therefore, in a few 
years, the principal force driv- 
ing change in the hanking 
industry. Sir John Quinton, 
chairman of Barclays Rank in 
the UK, giving the presidential 
address to the Chartered Insti- 
tute of Bankers Mid; “The 
impact of IT Upon hanking is 
so radical that it wfifbeakey 
determinant of success or fail- 
ure in the industry; a key 
determinant of whether 
'hanks’, as a recognisable 
grouping, continue to exist; 
and a key determinant of the 
differentiation between com- 
petitors in financial services." 

He wanted that hanks that 
could neither become the low- 
est-cost producer of services, 
nor differentiate themselves 
sufficiently from the competi- 
tion by using IT, might go out 
of business. 

Banks’ concents about their 
c omputer operations aranTivn 

Mads: ftmf | Hurt their c at ^ i-al 

systems are adequate, efficient 
and Beam; and second, that 
they have the necessary com- 
puting akffla to h nflii leading 
edge nqiHcatirow- 

Central operations - deposit 
processing, loon and credit pro- 
cessing; administration and so 
on - are generally based an 
mainframe computers, usually, 
bat not always, manufactured 
by ‘ International Bnalnes 

Machlnca (IBM), the WOtld’S 

largest computer manufac- 
turer. 

The. hanks* continuous 



capital market, credit, curren- 
cy-processing and sovereign 
risk. 

The use of computers and 
data communications systems 
carries its own risks. Security 
has become an important team 
with enlightened bankers, after 
a series of incidents In wblch 
TTipt-Mnn failures have left 
institutions dangerously 
exposed or criminals have suc- 
ceeded in breaking into finan- 
cial data communications 
systems. 

"Fault tolerance", which 
impitefl a computer that coatin- 

ues to operate despite faflure of 

Its key components. Is now 
essential for many banking 
applications. The market 
leader is Tandem, but the 
mflrfiinea of itS ClOOC&t rival. 

Stratus, are badged and sold by 

IBM and by Olivetti. 

Digital Equipment, whose 
superminicomputers are 


for John Chi baton: *« key determinant of success or failure 1 


TECHNOLOGY 


‘1% of turnover 
is spent on IT’ 


itommUn far mor e computing 
power are helping to sustain 
IBM’s mainframe sales at more 
than 11 per cent a year. The 
largest ww iwwhtnfl s in mm 
now came from its 3090 family, 
now dose to the end of its life. 
Within two years, IBM is 
expected to announce a new 
hardware family, the "Sum- 
mit" series, which will offer 
significantly greater price per- 
formance. 

Business Communications 
Company points out, however, 
that banks seeking competitive 
a dvantage will try harnessing 
the power of supercomputers 
to their applications: "Just as 
tiie 1980s was the eta of the 
personal computer," it says, 
"the 1990s vriH be the era of the 


It goes on to point out: 
"Greater reliance on su percam- 
puting will not, however, 
lessen the need the banks will 
have for large and mid-range 
mainframes. Some 6,000 large 
mainframes and 4,500 mid- 
range computers with process- 
ing speeds of between 50m and 
1,500m floating-point 
operations a second (megaf- 
lops, a measure cf supercom- 
puting power) will be in use to 
the US by 1994." 

What Is all this power 


needed for? First, to handle the 
growth to banking business 
and provide the resource for 
new electronic methods of 
banking communications. Cash 
management, for example, has 
become an electronic business 
driven by the concepts of elec- 
tronic data interchange (EDI). 

EDI is simply the electronic 
rnterfhang n of business infor- 
mation between trading part- 
era using telecommunications 
links and computer systems. 
Thp i ntwi wtimwi banks’ tele- 
communications network, 
Swift, now to the final phase of 
its evolution into the more 
powerful and flexible Swift H 
system, is an early banking 
example ofEDL 

With the development of net- 
works that will connect both 
banka branches and banks to 
other banks, EDI will become 
increasingly important and 
lead to new demands for the 
establishment of standard 
methods of communicating 
business information. 

An important element in 
Swift's success has been its 
dearly-defined message for- 
mats, which set the tone for 
the industry. Expect to see 
similar developments in. for 
example, secozlties-processtog 
as banks concerns rise over 


widely used by banks, was 
forced earlier this year to 
develop Us own version of a 
fault tolerant computer. 

Now Storage Technology, a 
US manufacturer of IBM-com- 
patible memory systems, is 
taking the fa alt- tolerant con- 
cept a stage ftirther with the 
development of a high-capacity 
disk which it guarantees wifi 
never lose its uses’ data. 

All the major manufacturers, 
however, are becoming excited 
about a new slant on an old 
technology - image-process- 
ing. Just as EDI offers one 
approach to the "paperless 
office", so image-processing is 
promising to cut costs to 
improve productivity in any 
areas of banking. 

IBM, Unisys. Wang and a 
host of smaller companies have 
all developed image-processing 
systems, based on digital scan- 
ners arm optical disks of the 
“worm" (write once, read many 
times)" variety. The avaQabil- 

^tdrira^fa^the* 1 ^^ taHtbe 
new syst ems. Unisys, for exam- 
ple, has developed a system for 
processing cheques at up to 
1,800 front-and-back images 
every minute. 

Images of doubtful docu- 
ments can be transmitted elec- 
tronically to bank official for 
verification or correction. 

All of these applications of 
computer technology are heavy 
on processing power; others, 
such as the use of expert 
s ys tems to enable bank offi- 
cials to make better informed 
decisions, no less sa Looking 
ahead, it may not be long 
before the branch computer - 
at present, a mini or small 
mainframe — is replaced by a 
s u percomputer. 

Alan Cane 
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reports 
start here 

■ On these two pages 
an d tho se that follow, 
FT writers report from 
the world’s principal 
banking centres: 

Italy; Spain 8 

France; Switzerland n _9 
Scandinavia - — 10 
Canada; Australia .10 

THERE IS little mystery these 
days as to what constitutes the 
biggest threat to US bank prof- 
itability In 1990. It is called real 


Real estate causes most anxiety 



Yen per $ 


Just as America's senior 
commercial bankers thought 
they had put their most night- 
marish problem of the 1980s 

| THE IIS 

behind them - Third World 
sovereign debt - the size of 
non-performing domestic real 
estate loans has begun to 
increase almost geometrically. 

The issue of developing- 
country debt, more than seven 
years after the outbreak of the 
Mexican debt crisis, has been 
tackled by US banks in recent 
months through a series of 
drastically increased provi- 
sions. Earnings were hit hard 
by these provisions last year, 
and even a blue-chip star such 
as J&Morgan was pushed into 
a big loss as a result 

Now, however, it is dear that 
there will be little time for bank 
executives to breathe a sigh of 
xelleE. A whale host of new prob- 


lems, of which real estate is only 
the largest, are cluttering the 
earnings horizon. 

Mr James McDermott, an 
analyst at Keefe, Bruyette & 
Woods in New York, says that 
banks are facing a generally 
harsher environment this year 
because of the difficulty of gen- 
erating revenues. The slow* 
down in corporate lending and 
the flow of deals that have cre- 
ated lending opportunities con- 
tinues to worry bankers. 

The charmed circumstances 
in Wall Street, meanwhile, 
means that lending tied to high 
leveraged takeover deals is 
sharply lower, while the ten- 
dency of large corporations to 
raise non-bank funds when 
needed only compounds the 
state of affairs. 

For a while, commercial 
money-centre banks thought 
they would not be affected as 
much as thrifts by the slump 
in the commercial and residen- 
tial real estate sectors - and 
there are Indeed important dis- 
tinctions between the woes of 
the thrifts and commercial 
hanicfl. For one thing , the thrift 
industry has been hit by mis- 
management, poor regulation 
and widespread fraud as much 
as by real estate. The chaotic 
state of the savings and loan 
industry and the estimates of 
$400bn of future bail-out costs 
Is an enormous finan- 

cial albatross for the US econ- 
omy, but then so is the lacklus- 
tre state of commercial 


banking. . . 

The w orsening of real-estate 
problems among commercial 
henits was underscored at the 


cr?o of nonperforming loans b£ 
the Boston-based Bank of New 
England. The Fed and other 
autho ri ties moved in and 
ordered the Bank of New 


of 86bn of assets, major restnicb 
wring , management changes and 
a akwflrfng of the bankas work- 
force. Then, following the New 
lgwgtami debacle, Fleet/N arsfa r 
Financial Group of Providence, 
Rhode Tatand and other regional 
hwwicH disclosed serious real 
estate loan problems. 


MwtimM to rise in 199(1 His 
warnings have been repeated 
by other top bankers around 
toe country. 

The commercial banks have 
reacted to toe reatestate crisis 
and the general dropoff m corpo- 
rate lending by trying to lay 
grraier stress on fee-earning divi- 
such as retail banking . 
Citicorp has led the way in retail 
banking, bat Chase Manhattan 
and Bank of America are also 
devoting significant capital and 
human resources to growing 
their financial service aid indt 
vidnal custom er businesses. It is 
not certain, however, llua even a 
profitable retail hanking busi- 
ness mi roffl e fa nfly cflbet other 


Regional banks have performed better than 
the money-centre banka, but over-expansion, 
and the weakness of several regional 
economies, suggests this trend will change 


New En gland is not the only 
region of the country to be hit 
by toe real-estate crisis. Ari- 
zona has been especially hard 
hit, and fears are growing in 
New York, California and parts 
of the south-west. 

The big money-centre banks, 
despite having more balanced 
and diversified businesses, are 
now preparing to deal with the 
real-estate crisis. Mr John 
Reed, rhaiwnan of Citicorp — 
America’s biggest bank - 
recently said that non-perform- 
ing real estate loans would 


problems. 1 

Nor can the commercial 
banks rely any more on their 

g st strategy af nurturing their 
vestment banking, capital 
markets and merger-related 
activities. The collapse of 
Diesel Burnham Lambert »wd 
the problems at Shearsan Leh- 
man and Rret Boston are only 
the most recently well-publi- 
cised examples of Wall Street’s 
severe contraction. And, given 
the downgrading of many bank 
ratings because of the poor 
quality of assets, under-capital- 


Networking without frontiers 


EC BANKS are not the only 
ones eyeing 1992. Citibank, the 
largest US bank. Is trying to 
develop a Continent-wide con- 
sumer banking business by 
drawing on its considerable 
expertise in this area. 

At the mom ent Citibank 
a retail presence tn ll coun- 
tries In Europe. It has 700 

Profile: 

CITIBANK in Europe 

branches employing 11,300 
people with 8m accounts and 
$14bn in assets. But the key 
statistic as far as it is con- 
cerned is that it currently 
serves 3 per cod of European 
households- It alms to double 
that figure in the years ahead, 
says M r Victor Meneaes, the 
group executive who runs the 
operation out of Brussels. 

Mr Menezes believes that 


the changes In Europe offer 
good opportunities tor outside 
banks to expand into tradi- 
tionally entrenched national 
markets. Cartels are breaking 
down, regulations are being 
lifted, and new technology 
makes it much easier to reach 
new customers. Most Euro- 
pean banks are also more pre- 
occupied with defending their 

jtnmp tuif w paniHtiy tntn 

other countries. 

“We see all of this happen- 
ing quite rapidly, and in some 
respects regardless of 1993,” 
he says. 

Citibank's aha is sot to be a 
dominant player on the Euro- 
pean scene. But it has a 
scheme to build a series of 
local banks into a pan-Euro- 
pean network which a cus- 
tomer can deal with regardless 
cf time, country or language. 

Aside from conventional 


banking services like loans 
and deposits. Citibank aims to 
Introduce a Europe-wide credit 
card, and sell diversified 
savings products such as life 
insurance, fit owns insurance 
companies in several Euro- 
pean countries). 

The bulk of Citibank's Euro- 
pean retail business Is cur- 
rently in three countries; Ger- 
many, where it has owned 
EBB since 1974, and Italy and 
Spain where it bought up trou- 
bled banks in the 1980s. Mr 
Menezes says that networks 
need to be added in France and 
the UK, though opportunities 
to buy toe sort of banks he 
wants - modest-sized with a 
strong orientation to toe per- 
sonal market - are limited. 

Much of the impetus for Citi- 
bank’s plans comes from its 
traditional strength in the 
retail iwwfcfttg market in the 


Piecing Together the Complex Mosaic 
of Successful Project finance 
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isatton or loan lasses some 
blue chip corporations are find- 
ing that their own ratings are 

nffcwi higher Hinn thnap nf thrfr 

hank Mm 

In these circumstances, for- 
eign hwnirq appear much stran- 
ger than most of their US com- 
petitors in serving 
multinational corporate cli- 
ents. The capital-rich Japanese 
banks and European institu- 
tions, such as Deutsche Bank 
and Barclays Bank, are in 
many ways better placed to 
serve US companies seeking to 
expand in a global market. 

The London-based IBCA 
bank-rating service has warned 
that regional US banks could . 
be the next source of concern. 
Until now, the regkmals have 
performed much better: than 
the money-centre banks, but 
overexpansion by the regton- 
als and the weakness of several 
regional economies suggests 
this trend will now change. 
IBCA said the inherent weak- 
nesses of the US hanking sys- 
tem - caused by its regionalt- 
sation and the pressure on 
management to achieve 
short-term financial perfor- 
mance - has “not served toe 
co un tr y well". 

The US banking system tons 
remains weaker than most of 

tho major indus triali se d Want- 

. ing systems and, at least in the 
near term, seems likely to 
remain so. 

Alan Friedman 






Splashed by the plunge 


US and in other parts of the 
world. It reckons it has the 
servicing and marketing 
skills, as well as the technol- 
ogy to do it For it is 

currently installing into KKB 
in Germany the cash machines 
which it manufactures itself 
for its US branches. 

Mr Menezes uses the expres- 
sion ”sucoess transfer* to 
describe toe process. He thinks 
Citibank has a good starting 
base, and the advantage of 
being country-neutral In 
image terms. But he will also 
have to overcome stone of toe 
scepticism that exists in 
Europe about Citibank's plans 
following several false starts 
in toe past. 

At the moment, the opoa- 
torn is profitable “but not as 
modi as we would tike it to 
be” says Mr Menez e s , because 
of toe drag of Ugh develnp- 


Victor Menezes 

hunt costs. He declines to 
exact give figures hut says Us 
operation accounts for over 
half of Citibank's earnings 
from the Europe, Middle East 
and Africa region. 

David Lascelles 


TOE RECENT sharp fell in the 
Tokyo stockmazkst has forced 
Japanese banks to carry out 
urgent reviews of their corpo- 
rate pfaTMi- •• •. - 

Alta several years of rapid 
expansion in domestic and for- 
eign markets, toe banks could, 
face a period in which' they 
grow moan slowly. 

The plunge in Japanese equi- 
ties and bands since toe begin- 
ning of -the year, combined 
with the sharp drop in the 
to to rna t ioiml of the yen 
is making it more for 

banks to comply with tough 
new- international rules on bal- 
ance-sheet strength. At the 
same tone, rising intonst rates 
are already eatinsr Into twxWng 
profits, while a weak stockTnar- ■' 

ket will mnlcp ft rn'nw t itifHi»nk . 

in fattire to boost operating ' 
profits by selling securities. 

Meanwhile, there is concern 
that land prices may be 
dragged down by the decline in 
equities, resulting possibly in 
bankruptcies among over-bar- 
rowed nufivfdaals and compa- 
nies. Although large banks will 
almost certainly be able to 
cope, some smaller institu- 
tions. including regi o n a l hanks 
and leasing companies, may 
face difficulties. 

There is anecdotal evidence' 
about land prices storting to &3L 
The index cf golf-dub member- 
ship prices started falling 
sharply in March, at the height 
cf toe stockmarket crisis. * 

Japanese bankers like to 
think that Japanese land prices 
do not suffer sustained fella, 
because Japan is small and 
crowded co u ntry . .They wffi not 

have to wait long to see if tills 
argument holds true in the ' 
exceptional conditions cf 1990. 

For large banks, the chief 
concern is meeting: the new 
standards an capital adequacy 
established by the. Bank for 
International Settlements, 
which .come Into effect in 
March 1998. 


When the BES rules we re first 
made known in 1987, banks were 
very cautious. In practice, they 
have c raiUnpw tt to expand their 
loan books as fast as before, 
esoedaHv ov e rseas. 

Under the BES rules, by the 
end of March 1993, toe ratio of 
capital to assets has to be 8 per 
emit, or more. If the ratio is 
low, ba nks can either cut their 
assets oa: increase their capital, 
or both. Since 1987, Japanese 
banks have- -concentrated on 
taking advantage of the strong 
stockmarket to raise a huge 

) : JAPAN 7 | 

total of Y12fi00bn ($795bn) in 
new capital. As a result, whDe 
US and European banks slowed 
down; Japanese banks ccmtfa- 
ued to expand their loan books' 
- by 15-20 per cent a. sear, 
with increase s , of 80 p er cent 
and more in overseas markets. 
Japanese banks often bought 
assets, which their foreign 
rivafa were forced to aelL . 

The -stockmarket slump 
™>«m that banks can no lon- 
ger issue paper so easily. It 
may also undermine the value 
-of - Japanese banks* existing 
capital. Japanese hanks are 
allowed to coun t as capital 45 
pec cent OF the value of the 
unrealised gains on their huge 
'securities holdings. With the 
• stockmarket down, these gains : 
hove shrunk. 

The banks win doubtiem fry 
to tap the sfeockmaritet assooh; 
as they can, to moke good toe 
■h onfiiH. Some, are also pre ss - 
tog the Ministry of Finance to 
allow them to widen the range 
cf inntmm«itH they can issue 
to Inctada subordinated debt, 
which Is extensively used by 
western hanks. In Japan, the 
right to issue debentures is 
restricted to long-term credit 
banka. City (commercial) 
banks want toe rules changed. 
But they fear that lo ng-te r m 
credit banks may .demand 


other privileges In nriurn. No 
solution is! in fl ig ht . 

If .banks cannot raise new 1 
w pj faii , the only answer will be 
to curb asset growth, particu- 
larly in overseas markets, 
where the value of loans is 
exposed to toe vagaries of cur- 
rency movements. 

The extent of any slowdown 
will vary from bank to bank. 
The best-capitalised banks 
include Sumitomo Bank, which 
raised, Y320bn as recently as 
January. Sanwa Bank, which 
nulled ta Y350bn in new capital 
test October, is also well placed! 
as te Mitsubishi Bank, which 
had toe highest capital ratio 
last year 'when the leading 
banka 1 posted interim figures 
for the: six months to the end 
of September. Weaker banks 
include the newly-formed Mit- 
sui Taiyo Kobe Bank and the 
Bank of Takya 

Banks we re hoping tobo ost 
capita l by improving profitabU- 
ity. But. the rise in interest 
rates, which helped to trigger 
the stockmarket crisis, has 
trimmed operating profits 
. severely. At the same time, the 
weakness of the stockmarket 
makes it harder to boost oper- 
ating profits with profits bn 
stiffing securities. These can be 
hugs - for the six months to 
tile end of September, the non- 
operating profits of Mitsui 
Bank at Y54bn was over three 
times bigger than its operating 
piufit ^oTTtsaim. Evti n far 
Sumitomo, the most profitable 
bank, non-operating - profits 
were 24 per cent of total profit 

Before the stockmarket 
started 'plunging and Interest 
rates posted their latest 
increases, pre-tax profits for 
the. year to the end of March 
were expected to be wail down 
— by: 15 per cent or so. Now 
forecast dechnnn rim up to 25 
per cent, with little hope erf a 
recovery in 1990-91. 

Stefan Wagstyl 








>, .v 



4 

-V- 







: -,V V 1 • 

W* 





" -r ,T ; t > 

aw A '^SaS&T'i :; 'T- V \ 


1 ■ ; 


Romance is one cf 
NYICs newest ventures. 

If evcr.a ship could make a traveler’s dream come true pirith 
for gratifying comfort; it i s oar new luxury cruiser Crystal Harmony. The menus, 
the facilities, and the appointments create an atmosphere where travelers can forget 
cares. Find themselves. Make new friends and new goals. 

As the industry leader looking to the next century; NYK is developing new 
directions. And because one of the growing concerns of millions is greater human 
enjoyment, NYK is providing new opportunities in this Important field. Hie luxury 
cruiser Crystal Harmony Is a dramatic first step into leisure-related services. NYK is 
also developing other im ag in ative projects such as marine leisure centos and an 
impeccable replica of a 17th century Dutch village near Nagasaki. 

NYK believes a touch of romance is a harbinger of happiness. 
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High interest rates take their toll 


COMPARISON OF 1989 RESULTS OF UK PANICS 


WHEN NOT one bid two' 
clearing banks rusks public 
warnings about the barm that 
government policy -is rtnrfwg to 
their business, times must 
indeed be hard. . 

Sir E3t McMahon , tint chair- 
man of Midland, rattled the 
mutate last *****&* wben he 
proclaimed that profits were 
sharply, down because high 
interest rates were squeezing 
margins and rfinkfag off 


THE UK 


demand. A Jfewdays later. Bar* 
clays, . the biggest clearer, 
ottere d a similar cry of pain, 
though it stressed that trading 
was “satisfactory**. 

These statements both fol- 
lowed a year In which all the 
dealing banks saw their prof- 
its plunge because of another 
heavy round of provisions 
against Third World debts. 
Small surprise therefore that 
Lord Alexander, the new chair- 
man of NatWest, summed up 
the current UK envi- 

ronment with these words: 
“Highly competitive and diffi- 
cult economic conditions.'* His 


own hank's 1989 profits 
plunged by no Jess than a bn 
to E40Om. 

Normally, then pressures 
would he the familiar symp 
- toms of a dedhdng economic 
cydfi. But this time they are 
happe ning against a back- 
ground of big changes in the 
traditi on? ! 1 ^ iwnkmg market 
as weJL Laat year saw a radar 
eruption of competition: all the 

large dearers started paying 
interest on current accounts as 
they hawed for {dace in the 
high street. This move cost 
NafWtest alone ££00xn. 

Thus the banks entered 1990 
farin g a. squeeze fro m risin g 

costs and slacker growth, 

though domestic loan demand 
has remained more buoyant 
than people expected - and 
the Ckjveniinent would like. 
Among the questions for this 
year win be fhefate of vulnera- 
ble sectors' of the credit mar- 
ket. such as property knifing 
and hi ghly leveraged deals. 
Although none of the big 
banks is dangerously exposed 
to these markets, they all 
stand to make some losses. 
XBGA, the London bank credit 


rating agency, estimates that 
the dearers could lose £7S0m 
on property over the next two 
years, assuming that 5 per cent 
of their loans go bad. 

The more stringent ehnwfa 
is also likely to discourage fur- 
ther conversions by building 
societies into hank« Last year 
saw Abbey National fake the 
opening plunge, and though its 
first results as a bank were 


shire ttanV, the regional bank 
which was put up for sale by 
its four dearer owners. The 
winner, in January, was 
National Australia Bank with a 
record price fw a UK bank sale 
of just under Elba, or three 
times Yorkshire’s net asset 
value. 

The bid topped another 
major acquisition just a few 
the £950m pur- 


Among the questions for this year will 
be the late of vulnerable sectors of the 
credit market, such as property lending and 
highly leveraged deals 


|>y Dents 

Grenfell, the merchant 
That deal appeared to 
typify the cross-border alli- 
ances that are expected to 
accompany the 1992 single 
market, but of which there 
have so far been few examples. 

This year is also Hkaty to 
bring another major cross-bor- 
der 1st fte w w «m m mattan of 
the three-year-old courtship 
between the arm 


ibt-ftee loan portfolio, its 
heavy dependence on ft* 
depressed housing finance 
market could affect its results 
in 199a 

The UK banking market 
remains, however, of the 
most attractive in Europe, 
♦htmirw to its openness its 
relatively high profitability. 
This was highlighted by the 
lively biddin g for the York- 


the Hongkong and shanghai 
Bank. Although both banks are 

« their cards close to 
ests, it is erpertPd that 
they win form a joint holding 
company as a way of merging 
their businesses but retaining 
their separate identities. 

Generally, thon gh , uk hanks 

remain highly cautious about 
their overseas activities, pre- 
ferring to concentrate an the 
more familiar home m^ rk-* 
Insofa r as 1992 is concerned, 
they are watching for opportu- 
nities but have taken few. The 
Royal Bank of Scotland’s two- 
year-old link up with Banco 
Santander of Spain remains 
the Only spnHflf 1932 Wfliwm, 
though both NatWest and Mid- 
land have enlarge d their inter- 
ests in Continental merchant 
banka. Barclays says It would 
)fte to enlarge its branch pres- 
ence in Europe when the 
opportunity arises. 

if tjw|RR are hwwflBT for the 
clearing banks, they have 
improved for the merchant 
banks. After being battered by 
the securities activities which 
they acquired at the time of 
the Big Wang In U fa , Hift mer- 
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chants are in better shape, 
with profits rising. “There’s 
been a very dramatic turn- 
around,'* says Mr Jonathan 
Agnew, the chief executive of 
Kfefrnrart Benson, whose prof- 
its more than quadruped. This 
is partly because the merchant 
banks are finally learning how 
to run profitable securities 
operations, partly because of 
the large fees they are earning 
from the high rate of merger 
and acquisitions in the UK and 
nhro jirt. 

These improvements have 

iwuWWw fl Ttxrf]- 


tence of the independent UK 
merchant bank - a breed 
which many thought would be 
flattened in the headlong rush 
of the big WinMirtwi conglomer- 
ates. Indeed Barings, the oldest 
UK merchant bank, felt suffi- 
ciently year to 

publish its foil results for the 
first time in its 228-year his- 
tory. These showed that 1989 
pretax profits more than dou- 
bled to£66m. 

However, the changes of the 
last few years have now dearly 
divided the merchants into 
those with significant securi- 


ties operations, such as War- 
burg, Kleinwort and Barings, 
and those whose profits come 
mainly from advisory and 
other fee-earning business, like 
Morgan Grenfell, Lazards, 
Rothschilds, Schroders and 
Hambros. Contrary to earlier 
predictions that houses with 
securities operations would 
come out on top because they 
could offer a wider service, all 
seem to be doing equally well 
in their chosen ways. 

David La see ties 


A daunting task in the east 



■ HHmar (Copper, cMef executive of Deutsche Bank, West 
Germany's largest hank. As banksra looked to the now 
challenge In the east, ho spoke of his MstooT of 280 bronchos 
and more than 4,000 employ bos, and later announced a Joint 
v e nt u re , whh M»e former East ft a i m a n state bo nkin g m onopoly 


WEST GERMAN bankers have 
been eagerly looking in the 

records, and firmly Baking Hv» 

next flnmtnmHfli challen ge of 
expansion into East Germany 
with past roots in that domain. 

Dresdner Bank ynado Tnrwh 
of its return home In January, 

Slid fk»nm*«rglwn1r» i» p mvail rft 

its own records has conve- 
niently revealed that, before 

the war, it i-mnmanriml ftfl 

most extensive network of 
branches in what is now East 
German territory. 

Meanwhile, Mr wi f ii m * Kop- 
per, chief executive of Deut- 
sche Bank, West Germany's 
largest bank,' - spoke— of “his 
“vision' 1 of 2 H) hraricfa w and 
over 4J)00 employees, and later 
announced a joint venture, 
with the former fl u n ki ng 
monopoly- This brings him at a 
stroke closer to fids goal than 
same of his competitors would 
like, and proves the bank has 
not lost momentum since the 
foes of Mr Alfred Herrhanaen, 
murdered last November. - 
The task in Eat Germany is 
dauntin g . Western 
will be resurrecting a system 

virtually from scratch. More- 
over, there win be little pros- 
pect for. an twiipwwhiii East 
German banking system. 

Bs fo n ni InO P iln^j by nM 


regime before the elections 
may have anW hm> monolithic 
state bank mto a new Bundes- 
bank look-alike on the one 
hand, and Deutsche Kredit- 
faahk on the other, represent- 
ing an amalgam of tVia old 

so-called commercial imwidhp 
sector. But, just as the new 
Staatsbank will be absorbed 
into tiw Bundesbank <*«""» cur- 
rency tmiftn l go Deutsche Kre* 
iWthanir fa already effectively 

| WEST GERMANY 

befog dignwmhftrad- 

Far yean, western practitio- 
ners 'wffhbe furnishing' the 
most basic of banking services, 
predominantly in the retail sec- 
tor. Bankers already estab- 
lished in an advisor y capacity 
point to the desperate lade of 
kzxmddege. As well as launch- 
ing a plethora of seminars, 
explaining to everyone from 
journalists to company chair- 
men, the workings of the mar- 
ket economy, several institu- 
tions are paring u p training 
programmes for prospective 
e mp loye es. Deutsche Bank, for 
instance, has 100 employees of 
the Staatsbank at its headquar- 
ters In Frankfort, and this proj- 
ect wffl be expanded. 

Nor are activities restricted 


to the Trig three” commercial 
banks. In Bavaria, Bayerische 
Verelnsbank Intends to 
develop regional strengths 
across the border, and Bayer- 
ische Hypotheken- und Wech- 
selbank is even proposing 
branches countrywide. Mean- 
while, in the public sector. 
Westdeoteche Landeahank wifi 
be making the most of its 
region’s strong trade ties with 
the East. DG Bank, the 
umbrella institution for the 
cooperative hawktoy system, 
will preside over an extension 
of that network; and the 
savings hanks, which are pres- 
ently not allowed to operate 
o utd dU lscal o mfl an i w wt 
ing technical assistance to 
High- r odfanantary m nwt«rpwHv 
in the East. 

As to the cost, most institu- 
tions have been remarkably 
quiet. Commerzbank put a fig- 
ure of DMSOm on its initial 
ooeratlmia. Dresdner —ih 
I t would be paying about 
DMlOQm for the first stages. 
Deutsche, by co n tr as t, has not 
specified how to lnvulvinent In 
the Kreditbank joint venture 
wifi be structured. 

Meanwhile, recent results for 
the too five ^ Rhi< i lwiiia has 
demonstrated the basic finan- 
cial strength of the sector, 
despite the unfriendly i nterest 
rate environment. Deutsche 
Rank extended its lead over 
ti>«» rest of the p—*, announc- 


ing record total operating prof- 
its, up 23 per cent at group 
JeveL Dresdner reported a 20 
per cent increase, while Com- 
merzbank's overall result was 
unchanged. Deutsche’s num- 
bers are also of higher quality 
than its competitors', because 
it deducts the yearend write- 
downs on the securities portfo- 
lios. which the others do not 
while the hshtt of December 
figure releases detailing the 
first 10 months of the year 
leaves little room for surprises 
at the end of March, Dresdner 


level within Commerzbank 
amounted to almost DMSOOm 
at the end of December, com- 
pared with around DM70m for 
Deutsche. Commerzbank also 
suffered a further erosion of its 
interest margins, which fell 
again to 002 per cent from 2. IS 
per cent 

Costs continued to edge up 
at several institutions, notably 
the Bavarian banks and Com- 
merzbank. Also, Deutsche’s 
overseas expanion fa not com- 
ing cheap - a rise of 8.4 per 
cent in costs for the group - 


Interest-rate uncertainty dogs the 1990 picture. 
But Increased turnover on the West German 
stockmaricet will boost commission income 


and particularly Co mmerz b a nk 
came on with a spurt in the 

final tWO Tnmrrflia gf ]fl09. 

Meanwhile, Deutsche’s con- 
servative interest-rate position- 
ing served it well in a rising 
rate environment throughout 
the year. The bank managed 
both a slight Improvement in 
its average intere s t rate mar- 
gfrm, and very minimal write- 
downs on the bond portfolios. 
That co n tr asts sharply with 
finmmnrxKanlr, whan trading 

pro fi ts fefi. so that, despite an 
11 per rent increase In partial 
operating profits, group profits 
remained 

Bond writedowns at parent 


but its earnings there^ both in 

torn-m flf fatew rf »nri wwnmii. 

Mon income, are growing faster 
than at parent level, in marked 
contrast to imn> Dresdner * nd 

flnmmmjuinlr 

As far 1990, continuing inter- 
est rate uncertainties dog the 
picture, even though the col- 
lapse of the domestic bond 

halt hail feSS impact 

than was feared at the time. 
However, the massive increase 
in tur nover of th e West Ger- 
man stockmarket win provide 
a substantial boost to oamnxta- 
ston income, and s everal banka 
are earning very well on the 
derivatives product side. 


International growth will be 
watched with interest - how 
for instance Deutsche copes 
with the ticklish task of integ- 
rating the British merchant 
hank Morgan Grenfell into its 
empire, and what further 
developments the Dresdner/ 
Basque Nationale de Paris 
association yields. 

One of the few nasty tastes 
left for this year will be the DG 
Bank affair, which could still 
force the resignation of its 
chairman Mr Helmut Guth- 
ardt The row between DG and 
a number of French banks, 
over a series of outstanding 
bond transactions, severely 
dented the credibility of the 
West German bank among 
international dealers when it 
initially refused to stand by 
oral commitments given by 
one of its traders, since fired. 
One of two vice chairmen has 
already resigned. 

Whatever the outcome - 
In vre tigationa by both *h<» fed- 
eral police arid the banking 
authorities are under way - 
Mr Gothardt Is not credited 
with having hentUwi the affair 
well, and, given problems in a 
rummer of other areas, farther 
top management changes may 
be required to put the bank, 
which is now Germany's 
fourth largest financial institu- 
tion, back cm its feet. 

Katharine Campbell 
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The bank that puts the 



When you're doing business with the Arab 
world, it's only sensible to use a bank that speaks the 
language, knows the. markets and understands the 
business environment. 

And when It comes to experience 
and contacts in the region, nobody has 
more to offer you than Gulf International 
Bank. 

founded specifically to develop trade. 

Industry and investment- in the Arab 



CdAisndbrifafaic 


countries GIB offers the highest professional starv- 
„ dords in merchant and wholesale com m ei dal banking 
services* inefuding trade finance, foreign exchange and 
investment advke. 

And wfth its offices in London, New^ Kbrk, 
Singapore, Tokyo and Frankfurt- and bank- 
fog connections worldwide - it is ideally 
placed to serve you wherever you ore. 

For feQ information, contact your neatest 
office. 


G80m&JBSBHK^toaKUR7.MMWM\BWRABI TtL (0973) 534000 TBBtUCDCMAUSN 
unak2-acMMNSRStemm ra:8>tA7i24BMii iBBeanawaMKa ■rmw».m«ae«£NBNWBKiH:(0i]2i23OjpaiBBta«s?<»iKwr 
NMKSffiLim^m»«tBnA£SHUFOIK imSMBZeSm 1HSt2fi227QBaNBS 7H:tq8q3<234)9A THfit242a96CenO 

.TJ^rtU^C8OO0flSMKL«57S^IBW«BJ^^ 7ap^«S*72D»3 


Your Financial and Investment 
Resource In the GCC Countries 



Gulf Investment Corporation continues to spearhead the spirit of enterprise in the 
GCC states by turning potential industrial and agribusiness opportunities into 
profitable equity investments. 

We have successfully transformed opportunities into essential key industrial and 
agribusiness projects ranging from the production of aluminium coil to the 
maintenance of aircraft and their engines. 

We are consistently identifying, evaluating and supporting new and existing projects, 
encouraging the private sector to participate in the continuous task of industrial and 
agribusiness expansion, which we additionally support with ‘hands on* expertise, 
lading, and arrangement of financial engineering and advisory services. 

Our broad multi-currency deposit base positions us prominently in local and 
international markets and our comprehensive portfolio incorporates both internatio- 
nal bonds and equities. A wide range of investment and advisory services are provided 
to both the public and private sector. 

Gulf Investment Corporation is continuing its efforts for industrial diversification 
through the sound investment strategies it develops in partnership with local and 
international interests under the auspices of its owners, the six GCC Country 
.Governments. 

The potential for growth and profits in the Gulf is large. We are increasing our efforts 
to tap these opportunities. 

Gulf Investment Corporation is the source of expertise, resources and knowledge. 


J sST / zJjf 

GULF INVESTMENT CORPORATION 

The new shape of investment in the Gulf 




P-Q-Box 3<g. Stfal 13035. Kjaait • Coarfcn Joirt Cerntre, Kuwait Real E n » te B a n k BufliBng, Kay«fa ■ 

P65) 2431911 • TUes. (496) 440Q2/BM6 GIOOKP XT • W*c (965) 2M88M • Mto GtCORP • 
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Networks 
may widen 


Italian bank rwsultos and 1MB |L bn) 

Net prom TotaHwro* 


BUOYED BY a wave of rising 
profitability, Italy’s banks 
closed 1989 in a positive mood. 

wit h the economy pushing 
ahead faster than throe of most 
of Its European neighbours, 
the country’s finarofai institu- 
tions benefited from lively 
credit demand and margins 
that are still the envy of much 
of Europe. 

Even if some of the extraor- 
dinarily large rises in total 
assets last year were attribut- 
able to Use effects of industrial 


action in 1968, which distorted 
the 1968 year-end figures, the 
health of the credit market in 
1989 was hard to miss. 

Despite the continuing prob- 
lem of attracting retail depos- 
its, which tend to gravitate 
towards higher-paying and 
more generously taxed govern- 
ment debt instruments, the 


banks look set to thrive in 
1990. Tnfjpprf . the beginning of 
the new decade may mark the 
point at which Italy’s banks 
finally start to overcome the 
two underlying problems that 
have beset them so notic eably 
by comparison with their Euro- 
pean counterparts. 

■At the end of March, the 
Bank of Italy removed the 
remaining restrictions to 
brandling. As a result, b anks 
can now go ahead and open 
new outlets at will, provided 
there la no objection from 
Rome. 

The new arrangement marks 
a sea change from the tradi- 
tional system whereby 
requests for new branches 
were batched together and con- 
sidered by the central bank 
every few years. 

Although the Bank of Italy 
had gradually been loosening 
the rules, the former practice, 
along with the desire to keep a 


Banca Commercial Kalians 

Credlto Italiano 

Banco dl Roma 

Banca Nazfcxwle dal Lavcra 

San Paolo dl Torino 

Banco dl Napoli 

Banca Ambrosttuw Veneto 


firm grin m banks' geographic 
growth. Is the main culprit 
behind the current patchwork 
nature of Italian banking in 
which there axe too many 
banks' and not enough 
branches. For although Italy 
has some 1,200 banks and 
l!M)00-odd branches, there are 
just 2.4 branches per 1,000 

inhabitants , a gains t an average 
of 5.2 branches per 1,000 
throughout the European Com- 
munity. 

We there will not be a 

S in new branches over- 
, an the big ba nk s are 
planning to increase tt?**! ir net- 
works substantially. Banca 
Commerciale Italians (BCD, 
Credito Italiano and Istituio 
Bancaria San Paolo dl Torino 
(which cuRanUy has the big- 
gest branch network if all its 


420 (- «%) 

270 (-36%) 

103 (+128%) 

1 580 (+ 8JS%) 

104 (+ 40%) 
143 {+ 15%) 


83.700 (+44%) 
67,161 (+29%) 
63,022 (+ 6%) 
84.386 (+11%) 
4*683 (+23%) 
54£56 (+8%) 
12,851 (+2S%) 


Total assets 

112300 ( +62%) 
94,046 (+20%) 
81,912 (+15%) 
101,044 (+12%) 
111300 (+80%) 
86,131 (+14%) 
28,055 (+20%) 


subsidiaries are included) are 
all talking in terms of opening 
a further 150-200 branches each 
in the next three or four years. 

■The loner house of the Bat 


MADEIRA 


The International Business Centre 
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The right place to invest 
in a perfect living environment 


Free Bade Zone 

Offshore Financial Centre 

0 


. International Services Centre 
. International Shipping Register 


MADCtfUk 

OCWClOPHENT 

coiimnv 


SDM — Madeira Development Company 

Rua Imperatriz D. Amelia • PO Box 41 64 • 9052 Funchal Codex 

Madeira Portugal • TeJ. (91) 25466 • Fax. (91) 28950 • Tlx. 72271 P 








Saitama Bank. 

Asound banking system matcbed to mwbaisg needs. 


Trade financing? Syraflcated loans? International SaBama Bank is fetf -growing and lorvartHooking: 

seofflBes ? Ri the se and rthg areas onmemaflona CbarjgB-wtemBdJbsttlw 

banking Saitama Bank has estabBshad its capablffiy In ouretetironic banking technatogy Giw together 
and aedibfflly wridwfde For war 40 jeare wtfw with Saitama Bank— sound, fflperimwdand 
buffi our ate base and sound banking syoamin ftodbleinnaWiIngltsservloestonBW 


economic ranter. 
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awnew n c w w»i)8mbo 


opening the way for the six 
“public law banks* - which 
include San Paolo and Monte del 
PascbL dl Sfena - and for the 
country’s savings bank* to 
rfawng B their status to that of 


them to address two urgent 
priorities. It will guarantee 
them the ability to keep up 
lending in line with demand, 
without the risk that capital 
ratios will slip below the Bank 
of Italy’s guideline*. And toe 
arrival erf new funds could help 
to trigger a new and badly 
needed round cf rationalisation 
at home, while opening the 
door to more takeovers abroad. 


Though there is no sugges- 
tion of full-scale priva ti sati o n, 
as private capital will be lim- 
ited to 49 per cent, except in 
special circumstances, the law, 
which be operative by 

the end of the year, should 
imahte the banka concerned to 
raise trminna of lire on the 
bourse. 

Such an inflow will allow 


BCI, traditionally the most 
Internation al of Kalian banks, 
been looking to establish a net- 
work in neighbouring Euro- 
pean co un t rie s. Likewise, San 
Panto has taken many domes- 
tic bankers by su r pri se by toe 
speed and scone of its recent 


By contrast, most of Italy’s 
other big banks are still at 
the starting-post. Banca 
Narionale del Lavoro (BNL), 
the country’s biggest finan- 
cial institution and mafority- 
owned by the Italian Trea- 
sury, is still digesting the 
repercussions of last year's 
Iraqi letterB-of-credit scandal. 
. Meanwhile, Credito Italiano 
appears, at least temporarily, 
becalmed, after the thwarting 
of its attempt to gain a bald at 
Banca Narionale deU’Agriccd- 
tura, while Monte del Paachi’s 
top manag ement, swayed no 
doubt by its local political mas- 
ters, has said tt does not want 
to charge into a Joint-stock 
company at aUL 
However, toe venerable Sien- 
nese bank has already indi- 
cated what may be a trend in 
ihtHim hunting , by using small 
rtatmi in subsidiaries to form 
Wni« with foreign banks. Fol- 
lowing its sale of a 5 per cent 


share in its Credito. Commer- 
date subsidiary to Taiyo Kobe, 
of Japan, the bank in late 
March swapped a Anther S per 
cent with Germany’s Bayer- 
isebe Landesbank in return for 
& 10 per wp t sice tf Bankhans 
Axx£h&user t the Munich-based 
private barite. 

A similar strategy, albeit on 
an appreciably bigger scale, is 
alao^being mooted by San 
Paolo, which has majority 
stakes in Banco Lariano and 
Banca Provinciate Lombaida, 
two highly profitable banks In 
northern Italy. could 

exert 'a strong draw for the 
German, French and even 
Spanish banks keen to expand 
their presence in Italy. 

But straightforward dispos- 
als should no longer be seem as 
foregone conclusions. For, fol- 
lowing the December 1986 sale 
of- Banca if America e dTtalia 
to Deutsche Bank - as part of 
a process, encouraged by toe 

- Italy has Just 3L4 
branches per 1,000 
Inhabitants, against 
SJt per 1,000 
throughout the EC 

central bank, to open the 
domestic market to .foreign 
influence - the Italian bank- 
to g coam nunity now appears to 
be potting much more empha- 
sis on the need for reciprocity 
in any transaction - a policy 
which may also have found a 
favourable echo at the Bank of 
Italy itself. 

So white smaller purchases - 
sndi as Credit Lyonnais's acqui- 
sition of a stake, standing at 

j wni rf 49 per nan* in waginnaT 
institutions fiteCredifo Beiga- 
masco - may still be approved, 
foreign bankers with bigger 

anwhWraw in flic TfcaHan mariH* 

need to know that any acqtdsi- 
torn, to be s noo tw a ft fl, wfil have 
to involve not just money, but 
also require an demait of give 
as well as taka. 

Hafg Sknonfan 


Friends 

abroad 


FROM ITS roots as a 
pfedemontese financial institu- 
tion dating back to 1568, Isti- 
tuto -Bancarlo San Paolo dl. 
Torino has, since- the mid- 
1980s, launched a string of for- 
eign initiatives. . 

Domestically, its position 
has been conao Mdated with the 
purchase of a sizeable fiifon w t 
in Crediop, the Rome-based 
longterm credit institution 

Mr fifamd Zandano, an aca- 
demic by training who took his, 
FbM. at Tate with a these m 



| OUUHII ZAHPANO I 

Monetary and Credit Econom- 
ics, is modest about bis role in 


about since he’Jbecaue chair- 
man in May 1988. , 

Stressing that any. opfaiians- 
are strictly his own, he accepts 
that Italian banking, long' 
handicapped by branching 
restrictions aim' divisions 
between different types of 
credit institution, is entering a 

parlnd nf riiany. . . 

“Our own expansion pro- 
gramme for toe years 1990-33 
c aT Ia for the odsiuik of at l w wt 

200 new branches at group 
level* he says. Meanwhile, 

linking up with Crediop, the 
second biggest tong-term lend-, 
ina -agency in Italy. fi*» in cw- 
fectly with San Paolo’s plans to 
broaden its range ofserylcasln 

hnipf> THnrtwft , 

Mr Zandano Is cautious 
when it comes to addressing 
the widely-expressed view that 
San Pablo will eventually take 
foil control of Crediop. But the 
“assignment" of San Paolo’s 
own public weeks credit sec- 
tion, with a loan bode of over 
LSJOObn, to Crediop at the end 
of last year marked the Bret 
but probably not toe last - 
important rationalisation 
between -toe two companies’ 


Conflict in the club 


SPANISH bankers have to try 
much harder these days to 
maintain the cod that, as tra- 
ditional custodians of the coun- 
try's wealth, is expected of 
than. The <rid order, safe and 
comfortably is breaking down. 

It started with Banco de BO- 
bao’a attempt at toe end of 1987 
to take over Banco Espanol de 
Credito (Baneato). This was 
considered an outrage by Mad- 
rid’s clubby bankers at the 
time, and most were quite 
happy to see the bid fati. But 
the rot had set in. have 
since been poaching staff fmm 
wadi nflmr for the fuSt Hmp T tn 

order to meet demand for new 
financial services and; as of 
August last year, a doddering 
dd interest-rate cartel among 
big domestic banks collapsed. 

By now, however, it was no 
surmise fa t Ban co Santander 
did the damage. While its main 
rivals among Spain’s "big 


on to the market, the Bank 
then hwrisfcftrf that all the liber- 
ated reserve deposits be used 
to buy long-dated certificates 
of deposit. This meant that the 
reserve element of all the 
deposits Santander had 
attracted with its new account 
since last August were still 
tied up whereas rivals who 
bad Qhqr just begun to offer 
super acco un ts would be able 
to hold an to a much greater 
proportion at the money they 


attracted. 

Santander, though h«« just 
answered thls with another 
stroke of bare-foced cheek, and 
placed a high-interest rate 

sayings aw yinii i t op the 

The product is afcned T both at 
Spain’s aggressive savings 
banka (cg^os de aborro) and the 
other big commercial banka 
The latter still pay miserly 
Interest on saving accounts, 
and Santander's move is little 
short of a declaration of total 


OWIIaaduio 

activities, he notes. . 

But tt is San Paolo’S foreign 
inhBitinn ff fa thaw drawn the 
greatest attention of late. As 
the biggest single shareholder 
- in' Wm&iim. following a small 
-increase in its former 32 per 
. cent stakeearfier tote year, Mr 


that San Paolo is ready, or 
:even-at this stage able, to 
mount a foil takeover. Regula- 
tory considerations tn London 
and Rome aside, "we wouldn’t 
consider a takeover even if it 
were available," he stresses. 

' Rather, toe Hambros stake 
-has given San Facto access to 
valuable know-how, while indi- 
rectly, extending its. geographi- 
cal range into as 

India where it -was barely 
active before.. And buying into 
Hambros has also brought it 
into contact with Guardian 
Royal Exchange* another big 
Hunbroa shareholder, with 
whhfo San Paolo launched a 
groundbreaking initiative ten 
-toe Italian life' and general 
insurance ««m« last year. 

; *1 he alliance with Hambros 
certafoly proved to be a pre&r- 
eotinl channel for finding a 
nar tnar of sneb. hish a t anm ns? 
as CTB, and for the rapid defi- 
nition of our- agreement; 1 ” be 
admits. 

. But that is partly what tater- 
n at lon ri wnw based on anffl 
equity stakes are all about, 
argues Mt Zandano. "To go 
alvqiad^yoaneBdfttnds." HS 


war on all forms of deposit. 
- The others, ab bongh they win 
bate tt, wifi probably have to 
respond simply to stop the drift 
. of new co st ome rs to Santander 
becoming n flood. 

The irritating thing about 
this battie is that it occurs just 
as %»nWi banks was begin- 
ning to relax about the threat 
to^ their retail business from 
foreign banks end to go up 
against the foreigners in 
tovB Biin a n l b a n ki n g: Jtow they 
have- had their concentration 

ruddy i n te nu pted. 


tfticiwq a ID Der cent stake in 
Royal Banx of Scotland, 
Britain’s sixth biggest Mgh 
street bank. Santander’s mer- 
chant bamv . Banco Santander 
de Negocftos, has also become 
the biggest broker in the four 
Spanish bourses since they 
were reftmnfld last summer. 

In August, Santander rocked 
the industry again by introdno- 
ing an interest-bearing current 
account that now pays up to 
14JS par cent The disdain and 
feigned nonchalance affected 
by its rivals was a good mea- 
sure of how important the 
move was. ft ended, for ever, a 
tacit agreement not to break 
ranks on Interest rates. 

■ w took the other frig Spanish 
banks about six months to - 
admit defeat Slowly, and then 
in a rush. - the others, starting 
with Banesto, began offering 
socalled "kaper accounts" with 
high interest rate payments to 
customers with large balances. 
Even the m i g h t y Banco Wiitwn 
Vizcaya (BfiV), which had scof- 
fed at the Idea, was forced a 
few months ago to offer its 
own super account 

The stakes in this deposits 
war are Mg. Banco Santander, 
had PtaSTStm C&5bn) in cur- 
rent account deposits by the 
beginning of August That put 
tt in fourth place behind BBV,. 
Banesto and Banco Central. 
Six later, its m n w ii: 

account deposits had almost 
doubled to PtaTSibn and tt now 
leads the current account 
drooatt league table, though it 
etui remains in fourth place if 
ov ettril deposit ^ accoun ts. 

There is something fevered 
about the way Santander is 
pursuing new customers. The 
bank's mm has dearly been to 
attract retail clients - at a 
price - to toe new accounts 
but then to be in a position to 
offer them newer and perhaps 
more profitable financial ser- 
vices. 

There were charities in the 
banking anwm m flt y at toe end 
of February, when toe Bank of 
Spain decided to make a sharp 
cut in bank hquidrfcy reserve 
ratios - the percentage of 
deposits banks are obliged to 
lodge with the central bank. In 
order to avoid a flood of money 
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CASTING A Hervoaa glance 
across the Channel at their 
British competitors, or farther 
across the Atlantic towards the 
disasters of th e US savings and 
Icon industry, French bankers 
Wb tbte jnsar.boep pezmttttogr 


New activities 
prove useful 
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cqngintnlaticin^ having; come 
unscathed through 1989, 
despiteahost of difficulties. 

“The major hanks have all 
.tamed In satisfactory net prof- 
its: Credit Lyonnais recovered 
strongly tp FFriLlbn ($544m), 
after a poor 1988: Basque 
National© de Paris (BNP) ami 

SOClg* Gfin&aJe iwrinfaiinpfl a 

steadier rate of advance at 
FFr 34 lm andfTra^bn respec- 
tively." “ 

* Classic ' domestic hawtring 
has been at the root of these 
solid performances, with a 
marked reintermediation as 
companies , have returned to 
Twnk cretfils after years of pre- 
ferring disintermediated debt 
such as commercial paper. But 
newer activities, especially life 
insurance and leasing, have 
provid ed spectacular earnings 
growth. 

financial Tnartrutp remained 
volatile throughout the year. 
More damaging, French 
short-term interest rates 
remained obstinately ht g ha r 
than long-term rotes, and this 
inverted yield curve rrmjw it 
extremely difficult to make 
profits - in capital-market 
operations. 

* It is not easy to make 
money when there is a 1 % per- 
centage point gap between 
long-term and short-term inter- 
est rates, and in the wrong 

| FRANCE ~| 

direction,’* said Mr Marc 
Vldnot, -chairman of Socfete 
G&uxale, whose dealing-room 
earnings &31 last year to a fifth 
of their level in 1988. 

Reliance on the financial 
markets has, however, 
increased, as t hp French bank- 
ing system has changed in 
.structure. In the past, the sur- 
plus deposits of the Credit 
Agricole and Credit Mutuel 
networks used, via the money 
market, to finance the other 
hanta^ whose lending exceeded 
their deposits. . That surplus 
has now dwindled sharply, and 
the banking system as a whale 
is a net borrower. 

"In the whole Trench fin&u- 



Jacques de I wittni: eWdsr rules, lower ratio 


AMiiay Aataaood 


dal system tome are now only 
two institutions which are 
s tr u c t orally lenders to the 
banks: the Calsse des D 6 p 6 ts 
and the Bank of France,” says 
Mr Daniel Lebfegue, Joint man- 
aging director of BNP. 

At the same time, hanka 
have seen their risks increase: 
in the developing world, where 
they have had to increase their 
provisions far bad debts, but 
also to France, and even in 
their interbank dealing s. 

BNP made the heaviest bad- 
debt provisions last year, 
FFr6.7bn, but this inclu d ed its 
exposure to Banque Internatio- 
nale pour FAfrique (kxddentate 
(B1AO), the ailing West African 
bank it took control of last 
year at the request of the 
French government 

French banks have, to gen- 
eral, built up strang reserves to 
cover an average 3&5 per cent 
of their sovereign debt expo- 
sure by the end of 1987, accord- 
ing to the BawHng Commis- 
sion - a figure expected to 
have risen to 42 per cent !qr the 
end of 1988. 

For the largest banks, this 
figure is much higher: 60 per 
cent for the BNP, 56 per cent 
for Credit Lyonnais, and 61 per 
cent, though calculated on a 


shorter list of risk Hi i mM fw 
for Soctetti G£n€rale. Their 
problem is that beyond 60 per 
cent, the tax regime for provi- 
sions becomes nmnb s uffer . 

“We are approaching a wall, 
though perhaps a flexible or 
moveable one, since the 
French tax treatment is yimc h 
less stimulating once you 
exceed 60 per cent cover. We 
will continue our provisioning 
effort in 1990, to the hope that 
this wall will not block 
us,”said Mr Jean-Yves Haberer, 
chai rman of Credit Lyonnais. 

The Banking Commission, 
however, is continually urging 
all banks to bring their 
reserves up to the average for 
the profession, and for some 
weaker companies this has 
meant going cap-to-hand to 
their BhareholdersL 

Besides reserves, French 
banks have also had to boost 
their equity base, where they 
have generally been rather 
w eaker tha n their foreign 
counterparts. 

Mr Jacques de Larosifere, the 
governor of the Bank of 
France, said recently that the 
16 largest French banks 
together had an average Cooke 
capital adequacy ratio of 8.6 
per cent at the end of 1988, but 


that on the stricter roles to 
come into effect to three years 
ti me, *Wn ratio dropped to 7.5 
per cent. The required 
improvement, however, should 
be well within reach by 1992. 

Nevertheless,, private-sector 
banks have been raising capi- 
tal in the equity markets, 
white the state-owned banka 
have had to resort to more 
imaginative means. BNP has 
exchanged 10 per cent share 
stakes with Dftton des Assur- 
ances de Parte (DAP), the larg- 
est state insurance company; 
while Credit Lyonnais has wel- 
comed as shareholders both 
Caisse des D^pbts et Consigna- 
tions, the state financial insti- 
tution, in return for cash, and 
Thomson, the state electronics 
group, in exchange for control 
of its financial division. 

But French banks have not 
only been on the defensive 
over the last year. Credit Lyon- 
nais been the most expan- 
sive, building up its European 
retail banking network 
through the acquisition of Cre- 
dito Bergamasco , to Baly, and 
the former Chase subsidiary to 
Belgium. 

Credit Agricole has also fat- 
lowed this strategy, though 
mostly with minority stakes. 
BNP is stm seeking a retail 
banking network in Spain 
through a swap with Banco 
Bilbao Vizcaya, bat the negoti- 
ations have stalled; the bank 
has bad more success outside 
Europe, to California. 

Other banks are sceptical 
about the strategy, and have 
preferred to seek out more lim- 
ited niches in other European 
countries - CCF, or Soctett 
Generate with Touche Rem- 
nant, the UK fund manager, for 

iunplft. 

Banone Indosues. the men* 
chant-banking subsidiary of 
the Suez group, tried last year 
for a more ambitious strategy, 
with an approach aimed at a 
merger with Morgan Gren&H, 
the UK merchant bank. 
Rebuffed by Morgan, which 
preferred the charms of Deut- 
sche Bank, Indosuez, too, is 
now concentrating on specific 

wWim. T.ITro g pr-Wtfi ClSnSt-al^ 
it has now rein fo rced its fond 
management activities with 

the purchase of a UK manager, 

Gartmora. 

George Graham 


TWO EVENTS have 
highlighted the Swiss hanking 
scene over the past six months. 
Hie first was the takeover ef 
TDB American Express, the 
biggest forodgn-owned bank, by 
the Campagnie de Banque et 
dlnvestiaBepient (CB0, a small 
Geneva bank. The second was 
CS pfoldtog^s.Md.far.pank Leu, . 
the country’s fifth hugest mat 
t xmrm e rtial hank 

Each c an be s eep as" at sign of 
toe timesP^^ile^SrTOB^ 
illustrates the «WR«nW«R for- 
eign banks encounter when 
they try to penetrate to# speci- 
alised world of Swiss private 

( SWITZERLAND I 




a trimming 


tout, after a decade spent eu 
expanding, abroad, toe big 
Swiss hftwirw have -started to 
gre ate r attention to their 
tort: Hie CS bid may 

the restructuring ot Swiss 
Nanking and more spirited 
competition among toe big 
hank ”, which tor decades bad 
been happy enough to march 
in neatly cartelised stop. 

^ Together the CBI and CS 

hanking . On toe other band, moves exemplify the adjust- 


CBTs audacious coup to swal- 
lowing TDB underlines Swiss 
determination to consolidate 
their lead to the management 
of private wealth at a time 
when foreigners' perception of 
Switzerland as the ideal place 
for investors to store their 
wealth has been eroding. 

The move against Bank Leu 
by the parent company of the 
Credit Suisse group i n d ic a te s 


meats which are now clearly 
under way to Swiss hanking. 
The instigation for this 
shake-up is multiple. 

International action against 
money lannderlng by narcotics 
dealers and other criminal 
organisations has trimmed 
back Swiss bank secrecy. Swit- 
zerland has co-operated with 
other leading Industrialised 
countries in agreeing to 
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INVEST IN HUNGARY! 

7iim^li^t6ty6tagetrianSamngs , SaaJU 

The developing economy of Hungary wUch is open to foreign 
partne rs waifs far those B m po pnnit entrqprencots who would 
like to contribute to our social development, modern 
feodneriop, trade and econo my in which pakrity is given to 
private and group ownership. 

‘fVfiat can tfo PtsHgariaaSamags BaoJioffar? 

The Hungarian Savings Bank (OTP) exists in each city and 

village where companies, groups and invtdkhiata can operate. 
The Hungarian Savings Bmk often the Sallowing services for all 
Hungarian and American enbeprene u ra w&ring to invest in 
Hungary: 


information, coopcwdlopfn management 
and o rganization, 

OTP finds p a rtne rs , brings flrem together, 
OTP - as a capital investor - takes part in 
settin g up and operating joint ventures^ 
OTP manages property; gives banking 
and credit services. 

awdam mgjM wSiwhaHnu jii wittiiw ilL 


LOOK FOR THE 

HUNGARIAN SAVINGS BANK IN HUNGARY! 
OTP IS THE IDEAL PARTNER FOR YOU! 

Ppr further foformation please contact: 

Dr. Lajoa Hfik - Head of Enterprising and Investing Dept 
H-1QS1 Budapest, Okfober Au. 20. 7th Floor 711 
Tefephooc36.l-131.6520 Tetac 22-4280, 22-4432 
Telefax: 35.1.131-7584 


stric ter monitoring of move- 
ments of cash. In July a new 
federal law, making assistance 
tommoylaaadexena orimtoal 
niftw**. wfflrtxHna Into force. • 

Hie deregulatkmaf toe 1980s 
hw w made other, previously 
more constrained financial cen- 
tres competitive with the 
Swiss. The construction of a 
single hiking market to toe 
European Camzznizifiy is forc- 
ing Swiss bankers to re-think 
ir m<Mi fa>Tiitiii|. practices. 

In many respects the liberal 
Swiss banking regulations 
already co nform with, or are 
ahead of, those being put in 
place by Brussels. Swiss banks 
have little fear of being caught 
by EC demands for reciprocity 
and should have no trouble 
about access to theECmazket- 

However, Brussels' account- 
ing »nd disclosure require- 
ments are impelling Swiss 
bankers to be more open in 
their reporting. In particular, 
they are being forced towards 
.producing consolidated state- 
aments and wifi, almost cer- 
tainly have to break 
longstanding tradition and 
start disclosing their hidden 
reserves. The Swiss Federal 
Banking Commission has 
already said it is preparing a 
directive that win Emit the sfae 
of the bidden reserves. 

Annthflf domestic 
of change is the Cartel 
mission, itself largely inspired 
ty developments in the EC. It 
has already succeeded in get- 
ting rid of a clutch of price-fix- 
ing conventions and other oli- 
jmnolistic nrwmgmnffw ta, and is 
now waiting to see whether the 
Government will ratify its 
hotly contested recommends- 
Hnn that the h*nk« atwndnn 

♦hair price-fixing agreement on 
brokerage fees. 

Swiss hanks’ 1989 reports 
demonstrated that they are 
already adj ust i n g to realities, 
but also that, despite the over- 
all recovery to earnings last 
rear, they are feeing inbahi- 
tual constraints which are 
compelling tiiwn to wisfc bard 
at holding down costs and rein- 
forcing their comp e ti tiv e ness. 

Moreover, the reports sig- 


nalled the demise of the prac- 
tice under which the Big Throe 
would announce almost Identi- 
cal profit growths. and adjust- 
ments in dividend pay-outs. 

Union Bank of Switzerland 
(UBS), the biggest, posted 
per cent cUmb to net earn- 
ings to SFr902m <f604m) and 
raised its dividend by li5 per 
cent. Swiss Bank Co rpor a t i on 
.(SBC),_ hampered by its 
tovplyement. to the liquidity 
crisis at Coop AG, toe* Wert 
German retailing group, 
reported an 11 per cent 
increase in net profit to 
SPr75ttm and a dividend 
increase of 7.6 per cent. Credit 
Suisse exceeded analysts' 
expectations by announcing a 
2&5 per cent improvement to 
net earnings and a 15 per cent 
increase to its dividend. 

There ware other differences. 
Ctedit Sniffle produced consoli- 
dated figures. UBS brought 
SFr2bn of its hidden reserves 
on to the balance sheet, 
'announced the abolition of its 

certJflr 

sp:iA if would show a 
c ons o l idated profit and loss 
statement to 1990. SBC ga ve a 
consolidated balance sheet fig- 
ure for the first time said 
it, too, was consldiifog simpli- 
fication of its share st ruc t ur e. 

Growt h in lend i ng a nd a 
recovery to income from com- 
missions boosted bank earn- 
ings last year, but most bank- 
ers are downbeat about the 
outlook for 1990. The UBS pro- 
visional report explained why. 

UBS experienced a surge of 
moire ikm 30 per rant m tot 
est earned, but interest paid 
soared by 36 per cent, as cus- 
tomers shifted to higher toter- 
est-bearing deposits, and DBS’s 
net interest income rose by 
only OR per cent 

Moreover, the banks a 
under heavy public pres su re 
not to raise mortgage rates fur- 
ther at toe same time as they 

eat K*to mort- 

gage lending, 

WBh high interest rates set 
to continue well into 1990 and 
low activity on the stock 
exchan g e re s trict i ng income 
for commissions, the banks 
wffl. be hard pot to it, to pro-, 
dnee profit advances compara- 
ble with those of last year. 

William Duflforcft 
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ARAB BANK 



Years of Banking Experience 


ARAB BANK GROUP BALANCE SHEET 


CAPITAL & RESERVES 


U.S. $ 792 MILLION 


DEPOSITS 


U. S. $ 12 BILLION 


TOTAL ASSETS 


U. S. $ 15 BILLION 


WITH MORE THAN 100 


BRANCHES AND AFFILIATES 


IF YOU ARE CONSIDERING NEGOTIATING 
ANY BUSINESS IN THE MIDDLE EAST 


CONTACT US 


ARAB BANK . GENERAL MANAGEMENT . SHMEISANI . AMMAN 
P . O . Box : 950544 - 5 . TELEPHONE : 660115 . 660131 
TELEX : 23091 ARABNK JO FAX.: ( 962 }( 6 ) 606793 


Introducing the German bank that offers finely tuned 
instruments in international finance: WestLB. 



An SHpariffiad 
wholesale bank. 
VWmOLB aceom- 
p eni e e your inter- 
national finance 


20 yean of experi- 
ence in Corporate 
finance. Uwsofldtty 


of a state bank and 
the leading tula 
pteyed by WestLB. 
On this sound ftoun- 
dabon. WestLB suc- 
oessfuBy combines 
classical products 

with innovative 
solutions, applying 
the right mix of 


state-of-the-art 
technology and 
personal craathrlty- 
Thafs why MtestLB 
rightfully belongs 
at the top of your 
shortSsi - from Cor- 
porate Finance and 
Investment Banking 
to Treasury. And 


w Mi a global net- 
work stretching 
from Ddssatdorf to 
New Ybifc and horn 
Tokyo to Toronto. 

WsstLB is perfectly 
equipped to sat 
tho tone for your 
international finance 
operations. 



WestLB 

ThaVUtetdoutscheLandetoank 
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Raising the barriers 


THE NORDIC countries are 
ripping down the fimmHai bar- 
riers that separate them, creat- 
ing the basis lor an unified and 
integrated regional market for 

hanking and Other 

activities in the 1990s. 

The impetus for the great 
change s that are transforming 
the Nordic banking sector is 
the amiroach of the EC amok* 
market Nordic countries have 


SCANDINAVIA 


little choice but to dismantle 
the barriers that have long pro- 
tected their financial markets 
against outsiders. Otherwise, 
they face discrimination under 
EC reciproc i ty rules in trying to 
expand their banking 
operations in Europe after 1992. 

The Nordic banks are seek- 
ing to strengthen tbeir pres- 
ence within the EC in the wake 
of their larger industrial corpo- 
rate customers, who are 
increasing their investments 
within the Community. But 
the deregulation and liberalisa- 
tion measures sweeping the 
Nordic region are having their 
biggest impact at home. 

The free flow of capital 
within the Nordic region wiU 
probably produce the same 
effects predicted for the EC, 
with the price of financial ser- 
vices failing, pressure on credit 
costs easing, a more nar- 
row difference in interest rates 
between countries. Integration 
Is also stimulating competi- 
tion, hiding to a much-needed 
consolidation of the Nordic 
region’s overbanked market 
with the creation of more effi- 
cient units. 

While Denmark has substan- 
tially liberalised its financial 
markets due to its status as a 
EC member, the deregulation 
In the non-EC states of Nor- 
way, Sweden and Finland are 


199L Both countries have also 
eased interest rate controls, 
jtTwi are opening up their bond 
markets to foreigner* as they 
gradually dismantle their for- 
eign exchange regulations. Fin- 
land is following Sweden's 
prampie in adopting new capi- 
tal requirements for banks to 
conform to EC standards. 

Worries persist, however, as 
to whether these legislative 
changes will be enough to 
guarantee market access to the 
satisfaction of the EC. The EC 

attitude is hardening toward 
die Nordic co untri es and other 
Efta members due to suspi- 
cions that they are trying to 
gain a free ride from the single 
market without paying the cost 
of membership. The EC may 
pressure the Nordic region to 
adopt more far-reaching 
changes such as allowing for- 
eigners to majority con- 
trol over domestic banks. 

Nordic banks, meanwhile, 
are adjusting themselves to file 
new rules and the threat of 
increased competition by con- 
solidating operations in their 
domestic markets. 

The banking sector is in 
need of reform. Too many 
exist to be efficient and 
the relatively email size of Nor- 
dic banks will prove to be a 


norsk Creditbank, merged to 
form the Den noreke Bank. 
Consolidation is also penning 
among the country’s numerous 
regional banks. Only F inlan d 
has escaped the merger mania, 
lar gely dne to the fact that the 
banking sector is already domi- 
nated by the Union Bank of 
Finland Kansallis-Osake- 
P ankkL 

But tiiew domestic consoli- 
dations are only considered a 
preliminary step to the forma- 
tion of more extensive pan- 
Nordic bank groups based an 


Several such groups already in 
embryo form. Scandinavian 


THE BIG banks are both the 
plumpest targets and the most 
formidable attackers in an 
intense rivalry for advantage 
in Canada's fast-changing 
financial services market 

An array of competitors is 
taking aim at bits and pieces of 
the banks' business. At home, 
trust companies have become 

hanks ]q all but paww , and, as 

members of wider financial 
service groups, are able to reap 
the benefits of cross-selling 
their various products and 
sharing their computer 
systems. 

Sima recently, some of Can- 
ada's biggest life assurers, 
such as Sun I ^fa and Manulife 
Financial (formerly Manufac- 
turers Life), are challenging 


The relatively small 
size of Nordic banks 
will be a handicap 


expected to be completed 
within the few years. Sweden 
hag UMdO ^ most mrtamrim ft 
changes to date among these 
nations. It abolished virtually 
all of its foreign exchange con- 
trols last year. The establish- 
ment of branch offices for for- 
eign hanka win be allowed as 
of July 1, and foreigners will be 


permitted to buy shares in 
Swedish banks up to 20 per 
cent of voting power and 40 per 
cent of equity. 

Norway and Finland are con- 
templating afmiiar steps. Nor- 
way is easing rules on foreign 
ownership of banks and may 
soon allow the establishment 
of branch offices by foreign 
banka. Foreign bank branch 
offices are ex p ected to appear 
in Finland at the beginning of 


hflTHtieap if they are to com- 
pete emotively against their 
bigger European rivals. 

The region has seen a wave 
of mergers in recent months 
and more are expected to fol- 
low. Denmark has shown the 
formation of two rival blocs. 
Danske Bank, Copenhagen 

HaTMtalghank and Pravtnaban- 

ken joined forces under the 
Danske Bank name, while Pri- 
vatbanken, SDS and Andels- 

Knnkan ffnmhiwrf tO Create the 

Unibank Danmark group. 

The Nordic region's biggest 
commercial bank gr o u p was 
created in Sweden with the 
merger of state-controlled 
PKbanken with the provincial 
Nordbankesn. Other major 
Swedish banks have been busy 
acquiring local banks. Gota- 
hankm htwi pht- Wermlandsban- 
ken and Skaraborgsbanken, 
while Swenska Handelsban- 
ken took over Skanska Ban- 
ken. Most of Sweden's eight 
regional banks are now affi- 
lated with one of the four 
national hanks. 

hi Norway, two of its biggest 
banks, Bergen Bank and Den 


was established six years ago 
to Improve cooperation 
between the four members 
banks, one from each Nordic 
country. 

The group consists of Swe- 
den's Skandinavfska Ensftilria 
R an k en, the Union Bank of 
Finland, Unibank Danmark 
and Den norske Bank. 

An alliance has also been 
formed between Sweden’s 
Gotabanken and Finland’s 
Wanfl«Tlis 4>? alce -PanMri- And 
the region's first cross-border 
bank acquisition occurred in 
February when Sveaska Han- 
delsbanken bought Norway's 
Oslo Handatabank. 

These bigger groups with 
their improved economies of 
scale will bolster the ability of 
Nordic banks to gain a more 
secure foothold within the EC. 

Althoug h growth on the con- 
tinent will help thwrn ftwogp o 
their cramped market condi- 
tions at home, Nordic bankers 
realise they will have difficulty 
carving out a market for them- 
selves in the major EC coun- 
tries a gafiwt dominant domes- 
tic rivals. They are likely to 
seek partnerships with other 
big European fanht instead. 

White they expand their 
activity geographically, Nordic 
haulm are atari ent ering new 
financial areas as strict regula- 
tions governing their 
operations crumble. The next 
few years are likely to see file 
final disintegration of tradi- 
tional and legal harri^ra that 
have kept banks separated 
f Wrm file insurance sector, and 
mortgage companies from the 
banking sector. 

This will pave the way for 
the c reatio n of Nordic financial 
institu t i ons robust enough to 
survive the passage from their 
once isolated and protected 
national markets to the tough 
and flfamuphiww of 

a single European one. 


CANADA 


the hanks by expanding into 
deposit-taking, residential 
mortgages and a host of other 
services by acquiring trust 

cmwpaniM. 

To tba banks' par ticular cha- 
grin, nan-bank multinationals 
such as American Exxness and 
General Electric are playing a 
growing role. In Canada, 
through their financial service 
subsimariee. American 
has become the first runtbank- 
fai p IpMiiiiiiinw to be granted a 
banking licence in Canada. A 
GE unit, GE Capital, has 
become Canada’s thlrd-biggest 
car-leasing company, afield 


AUSTRALIA 


John Burton 


has crystallised a raft cf new 
issues for authorities still try- 
ing to adjust to the dynamics 
of deregulation. 

A successful ANZ bid would 
not - only give it access to 
National Mutual’s vast insur- 
ance and super pool worth 
close to $A20bn; the bank 
would also get control of 
National Mutual’s $A39bn port- 
folio of managed funds, 
another key area ,of leakage 
from traditional bank depos its . 

The upshot is to force the 
.Australian authorities, notably 
the Federal Treasury, the 
Reserve Rank and the Insur- 
ance Superannuation. Com- 
missioner, to change their 
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It's too early for tears 


CANADA’S BIG SIX BAMKSi three month* to January 31 1990 { 1980 } 


Average 
assets (C$bn) 


Royal Bank at Canada 
Canadian fmp'i Bank of Co mm erce 
Bank of Nova Scotia 
Bank of Montreal 
Toronto-Dominkxi Bank. 

National Bank of Canada 


1189 ( 709 . 9 ) 
1039 ( 94 JB) 
812 ( 75.7) 
802 ( T7£) 
65.1 ( 607) 
■ 35.1 ( 31 M) 


Nat 

Income (CSm ) 

'2740^2882) 

. 2192 ( 2022 ) 

148.1 ( 751 . 7 ) 
1792 ( 1802 ) 

172.1 ( 1952 ) 
702 ( 782) 


Loan toss 
provisions (C&m) j 

80.0 (7S5L0) ; 
712(7372) 
37.5 ( 392) 
492 ( 92.0) 
.82 Jj ( B2£) 
289 ( 37J5) 


the banks are barred from 

entering 

The Canadian banka have 
also found they are no longer 
the force they once woe an the 
international, stage. Only one 

— Royal Bant of fianaiia — 

remains in the maid’s Top 50 
banks, c ompar ed with four 20 
years ago. Royal’s recent sale 
of its 50 per cent Interest in 
Australia's National Mutual 
Royal Bank was the latest in a 
string of rilwK i nvmte ami clo- 
sures Which have marked the 
banks' retreat in recent years 
to their North American and 
Caribbean strongholds. 

But it would be premature to 
Shed any tears for ftp haniw 
Though they may leave the 
impression of being under 
siege, they remain by for the 
most powerful players in the 
Canadian financial services 
industry, and are lorfwg few 
opportunities to elbow them- 


selves into new businesses. 

The banka make up about 30 
p£ cent of the assets of all flnan- 
dai inatituticps in cam- 

insurance im MdniMtfs and .pen- 
skat fare!*, and 15 per cent for 
the trust companies. The 57 for- 
eign banks in Canada, with cam- 
Uned. assets on October SI 1989 
of C*54bn (US$469), axe no 
match for the six big domestic 
banks, whose assets reached 
CHTCfbn last year. 

The banks ' have become a 
dominant force in the domestic 
securities industry over the 
past two years, as one after 
another has bought an invest- 
ment dealer. The only one of 
the six not to make an acquisi- 
tion, Toronto Dominion, has 
none the less built us a signifi- 
cant presence in the industry 
through its in-house subsid- 
iary, TD Securities. 

Several have set up real-es- 


tate subsidiaries, partly to 
develop their own valuable 

property holdings to greater 

profit, but also to take a more 
active rote in the development 
industry as a whole. Computer 
systems, payroll services, 
mutual foods and investment 
management are among the 
other businesses to which the 
banks are extending their 
influence. 

Insu rance . is their latest 
hunting, ground. TD, for 
instance, has arrangements to 
refer applications for home- 
owners'; and motor-vehicle 
insurance to Simcoe & Erie, a 
general insurer based in Ham- 
ilton, Ontario. fSatiaflfim XrnpA - 
rial Bank of Commerce now 
offers cargo coverage to 
importers, underwritten by. 

Royal insurance. 

To the great frustra tion of all 
flw flnittirifll timi ItutlAnH, nwirh 

of this crumbling of the 


longstanding "foor pillars" of 
file fimmcial SfiTViceS 

industry (banks, trusts, insurers 
and securities firms) i s taki ng 
plftfg in a regulatory vacuum. 

The federal government has 
dithered for the past &nr years 
in attempts to rewrit e five st at- 
utes governing the ow ners hip 
functions of institutions 
under Its jurisdiction, which 
inqindB the banks and some 
trust and insurance companies, 
and credit unions. 

One proposal after an ot he r 
baa appeared, been debated 
and then quietly disappeared 
as consensus has proved 


The most contentious issues 
the ownership of trust 
companies and the ti tewt to 
which banks should be allowed 
into the insurance and motor 
vehicle Tagging business. The 
dom es tic banks, whose share- 
holders are restricted to a max- 
imum individual holding of 10 
per want similar broad 
ownership rules extended to 
tha trusts, almost all of which 
are now controlled either by 
financial or Industrial con- 
glomerates. 

Among the provinces, Que- 
bec has been particularly quick 
to take up the including 
a suggestion that fin a ncial 
ing ffriTHnro» v rithhi its ambit be 
allowed to own commercial 
industrial enterprises. 


Bernard Simon 


AN ALREADY vigorous debate 
about the shape of Australia's 
deregulated hawking arid finan- 
cial services industry has just 
been turned on its head by a 
single deal — the ANZ B ank. 
ing group’s surprise $A3-8bn 
(US$2. 9b n) bid for control of 
the mqjor Insurance group. 
National Mutual. 

The proposed marriage of 
two of the country's biggest 
institutions, potentially creat- 
ing a $A170bn financial giant. 


Rulemakers’ dilemma 


main regulatory preoccupa- 
tion of recent years. 

tnstenH gf canaidB ring ques- 
tions of control af just file bank- 
ing industry, they now mrist 
look at fiie modi wider issue of 
dominan c e of the whole finan- 
cial services industry. 

ff the merger succeeds, com- 
petitive farces will dictate that 
banks like Westpac, the 
National Australia, the Com- 
monwealth and tiie country's 
biggest insurance group, AMP, 
must consider getting together. 

This would also mark a 
major change of thrust for 
these institutions, because the 
major, banks were busy for 

mntf of 1389 wgfrahliahtwg email 

cross-ghar eboMing B «m5 AMP 
has recently shown a strate gic 
desire for overseas expansion 
in its own industry, acquiring 
the London-based Pearl group 
for about SA22bn. 

The ANZ-National Mutual 
TTtfTgpy ha« probably aqaasbed 
the idea of major bank merges 
in Australia, fo rc in g the banks to 
face up to the political difficul- 
ties. The great bank deregulation 

mjip r liH on^ which f fa hi ri in 


banksi market 



1989 

1999 

Total local big four 

079 

68.1 

Total state banks 

159 

16.7 

Total foreign banks 

10-5 

11.1 

Total smaller locals 

67 

ai 


Australia in the mid 1980s, has 
largely fofled at the retail end. 

Ironically, the new bank 
which bad the greatest retail 
p wagy*, the National Mnfawi 
Royal Bank (a joint venture 
between the National^ Mutual 
and the Royal Bank of Canada) 
has been, swallowed by the' 
ANZ as part of the wider 
merger deaL 

The jhwnirin g of almnafr 20 
new hwwim in Australia, most 

nf Humi ihrrig n haa dOHB little 
than emphagtan the mar , 
ket dominance cf the big four 
trading hanky Although the 
newcomers managed to 
increase their market share 
slightly last year, it was slow 
pr o gre s s at high cost. 

Adding the Mg four and the 
state banks, the "establish- 
ment" share of banking as set s 


in Australia totalled almost 83 
per cent at the beginning of. 
1390. leaving the new foreign 
banks and the smaller locals to 
fight over a tiny share of an 
already «m«n market. 

Merger speculation between 
maj or Australian hanks has 
now shifted to file institutions 
owned by state, governments, 
with tile three largest in New 
South Wales, Victoria and 
South Australia thought a 
chance to get together. But 
opinion is " divided over 
whether a disastrous loan of 
almost $AL5bn by the State 
Bank of Victoria in 18881s posl- 
ttve or negative for state h«"k 
mp T gHr chances. 

The Victorian bank’s prob- 
lems M g hH g ht anopw major 
concern for Austra lian regula- 
tors — . the continuing fanout 


from tiie October 1987 stock- 
market crash. A string of cor- 
porate collapses has landed 
Australian operating banks 
with their own home-grown 
equivalent of the wider world 
batik! Tig community’s Third 
World debt crisis. 

Bad and doubtful debts of 
the three major listed banks - 
ANZ, Westpac and the 
National Australia, rose to 
fA2.6fan in 1989, outweighing 
their total declared net profits 
of just over SA2bn. 

Far the largest seven foreign 
banks - Citibank, Security 
Pacific, Barclays, Standard Char- 
tered. Chase AMP. Bang Bang 
Bank and Natio nal Mutual Royal 
— the analysis was mochworae. 
They racked up bad and doubt- 
ful debt provisions of almost 
tASOOm in the latest year, while 
declaring comWned net leases of 
almost SAlTOtn 

These figures give a pretty 
'good idea of why tiie foreign 
nanka are curbing their expan- 
sion, plans in Australia, espe- 
cially at the expensive retell 
end. Stockmarket analysis of 
hanks has now switched 
heavily to assessing the quality 
of their loan books. 


Bruce Jacques 


BBV SEAIN’S LEADING BANK 


Financial highlights i989: 


Audited Consolidated Data.. Group BBV. 
Exchange race 

1 US S - pcs. 109.55(31-12-89)- 


EQUITY 

(US DoQais mflUon) 


5.000 


KEY FIGURES 


(US Dollars minion) 

70.095 

Shareholder funds 

4,683 


1288 

Branches 

2,965 

Staff 

30,905 

PROFIT TRENDS 



MM 

MM 

-■II 


86 87 88 89 


BBV 

IN THE WORLD RANKING 


BBV ranks among the top banks in 

Europe and the world. 
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